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We want you to have a copy of this useful calendar. Attrac- 
tively printed in two colors, it measures 81/4.” x 11”. Place 
it under the glass on your desk—or hang it on the wall— 
for easy reference. For your copy, write to Advertising and 


Publications Department, The Prudential, Newark 1, N. J. 


THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 


A mutual life insurance company 
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MOTHER'S OWN POLICIES 








San eth ing Ol 


_— companies insuring people’s lives were not 
entirely above reproach. Charles Dickens, in 
“Martin Chuzzlewit,” depicts rather clearly the bad 
state of affairs then existing. The “Anglo Bengalee 
Disinterested Loan and Life Assurance Company” of 
his story is quite a contrast to present day companies 
and their operating policies. The first stock com- 
panies organized in the United States were the “Penn- 
sylvania Company for Insurance on Lives and Grant- 
ing Annuities” in 1809, and then the “New York Life 
Insurance and Trust Company” in 1830. The first 
mutual company to commence operation in America 
was the Mutual Life Insurance Company, of New 
York, whose first policy was issued Feb. 1, 1843. 
Since the early days of life insurance in the United 
States, when the primary purpose was insuring pro- 
tection of the human life values, the usages of the 
institution of life insurance have expanded with the 
development of this country until today it is the out- 
standing social institution for all classes of people. 
It is needed equally by rich and poor alike. 


William H. Fissell, 
Colonial Life Ins. Co. 


March 1940. 
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CHILDREN'S OWN POLICIES 


les ething _ 


— this is the best of all possible worlds is a 

thesis which theologians may debate; but with all its 
sorrows and weaknesses, its trials and defeats and the 
ultimate death it inflicts, it is the world of mortal man 
these thousands of years, and it offers many compensa- 
tions. Joy and the courage to dare for what is good, love 
out of which comes happiness and victory over passion 
and despair, and confident hope of an eternal future born 
of intuitive immutable knowledge that death is not the 


end are over-balancing blessings. 


So, though the year ends with the blood of gallant 
youth reddening the bleak and frozen Korean hills, and 
the tears of mothers and maids measuring the sorrow 
throughout this prosperous but sorely stricken land, THE 
SPECTATOR believes that the darkest vigil dawns on the 
brightest of days while the evil of an enemy inspires a 


valiance unconquerable. 


With insurance as a symbol of rebirth after calas- 
trophe, THE SPECTATOR sincerely and surely offers its 
Happy New Year Greetings to America and Americans 
because long ago it was decreed that there should be 


Peace on Earth to Men of Good Will. 
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In Action 





By D9. V Callen 


Editor THE SPECTATOR 





HEN the statistical record for 1950 for the American life insurance 

business is finally compiled it will show that the year just past has been 
eutstanding in the history of life insurance. On the evidence now at hand 
it seems reasonable to assume that life insurance in force will have reached 
very nearly 240 billions of dollars. This amount, larger than the average 
mind can comprehend, represents dollars of protection invested in the 
future of the people of America. 

And on the balance sheet, life insurance, already a tremendous but- 
tressing force on the American economy must have made further gains 
last year. It would not be unreasonable to assume that total assets for life 
companies reached 65 billion dollars in 1950. 

The property insurance business also has had a year of growth. While 
the losses have been such as to preclude any hope of profit records which 
were attained as a result of the 1949 operation, nevertheless there should 
be an underwriting profit in 1950 for the fire and marine companies as 
well as for the casualty and miscellaneous carriers. The higher stock 
a and the stronger bond market augur for a satisfactory investment 
pront. 

La.t year the total admitted assets of the capital stock fire companies 
amounted to approximately $5,490,000,000 and the assets of capital stock 
casualty companies were $3,975,000,000. The assets of the fire companies 
at the end of 1950 should be in the neighborhood of $6,500,000,000; 
while those of the casualty companies should reach almost $4,600,000,000. 

During the year 1950 combined premium writings of the property 
insurance companies, including both fire and casualty carriers, should 


exceed $5,300,000,000, of which $2,500,000,000 will be written by the 











casualty companies, and $2,800,000,000 by the fire companies. 


—— ething , a | 


HE fact that as life insurance companies we take 

in dollars and pay out dollars, and in that respect are 
not affected by inflation, is little comfort to us. We are 
doing more business, performing more acts of service, 
doing an enormously larger clerical job—in all respects 
running larger and more expensive establishments nec- 
essarily because of the increase in business. Nevertheless, 
we are not really keeping even with the economy—cer- 
tainly no more than even. Our policyholders have on 
the average less protection, measured in purchasing 
power, than five years ago. 

As companies, we are forced to do a larger business 
on assets, in so far as assets contribute to paying the 
cost of doing that business, which in purchasing power 
have almost stood still for a decade. 

Nevertheless, life insurance in the face of inflation is 
even more necessary to most citizens than ever before, 
and retains its preeminent value as a means of providing 
for the future. It is bounden duty to provide more life 


insurance coverage to our people, while at the same 
time directing every effort toward the maintenance of the 
purchasing power of that protection. 
Carrol M. Shanks 
President, The Prudential 


Something i 


| the New Testament, St. Luke recounts the story 

Christ told the Pharisees of a certain rich man who 
prepared a great supper and invited many. And when 
the time came for the supper, the host was deluged 
with a variety of declinations and excuses. The para- 
ble concludes that no second invitation was sent and 
the inference is that punishment came in a subse- 
quent unrequited need for food. 

Family ties are no perfunctory relationships. The 
care and devotion they demand of every man who 
assumes marital and parental duties is a continuing 
obligation to sacrifice that security be the lot of wife 
and children during the days of their dependence. 
No invitation may be ignored by any man whereby 
through its acceptance and his small sacrifices an 
easier life may be lived by those to whom his care 
is pledged. 

In the years of our civilization, men have created 
a social plan which invites all to participate in its 
beneficence and through its ministration secure a 
future reasonably free from the hazards and priva- 
tions incident to an economic ordered world. This 
is life insurance. 
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MANAGING EDITOR’S 


MEMOS 


— annual meeting of the Life 

Insurance Association of America 
always does a good job of closing 
out the calendar year. As usual, this 
year’s two-day meeting of the execu- 
tives on the sixth and seventh of 
December had the change-of-pace that 
appealed to those who guide the 
destinies of life insurance—a sum- 
mary of past performance and a look- 
see into the future. 

Annual reports by Bruce E. Shep- 
herd, LIAA manager, and Dr. James 
J. O’Leary, director of investment re- 
search, and an analysis of legislative 
and legal activities by Associate Gen- 
eral Counsel Henry R. Glen, were ex- 
cellent features of the meeting. Mr. 
Shepherd’s account of the develop- 
ment of the Association since 1944 
and Dr. O’Leary’s study of life insur- 
ance investments in 1950 are recorded 
in this issue of THE SPEecTAToR. 


Forum Topics 


Two forums were conducted during 
the course of the sessions and both 
were outstanding. Topics of “A” im- 
portance to the life insurance busi- 
ness received full treatment. They 
included such major issues as the 
catastrophe hazard, inflation con- 
trols, social security, and National 
Service Life Insurance. 

Particularly significant was the dis- 
closure of, and subsequent discussion 
on, a program designed to safeguard 
life insurance interests if the United 
States were subject to a catastrophe, 
the result of atomic bombing, etc. 
Ray D. Murphy, vice-president, 
Equitable Life Assurance, and Samuel 
Milligan, Metropolitan Life, outlined 
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the plans of their committee, the main 
purpose being the setting up of a 
voluntary reinsurance pool which 
would save a company overburdened 
with claims resulting from an inci- 
dent of total warfare. 

The plan is still in the development 
stage. According to Mr. Milligan, the 
companies involved should form three 
reinsurance pools, one for ordinary, 
one for group, and one for industrial. 


The Workings 


It was pointed out by both Mr. 
Milligan and Mr. Murphy that opera- 
tion of such a project probably would 
be guided by a board of members 
chosen from the Life Insurance Asso- 
ciation and the American Life Con- 
vention. State insurance commission- 
ers also would play an important role 
in conducting such a project. In fact, 
many supervisory officials have ex- 
pressed an interest. 

In a previous paragraph we spoke 
of claims resulting from an incident 
of total warfare. Still to be decided 
is whether the voluntary reinsurance 
pool would cover a catastrophe re- 
sulting from an atomic bomb ex- 
plosion or would settle claims arising 
from the use of any “mass murder 
device.” 


Question of Pooling 


Another question that arises is 
whether a catastrophic loss should be 
pooled or if an alternative could be 
arrived at whereby each company 
subscribing to the reinsurance pool 
would assume up to a certain limit 
with the pool paying over and above 
a set limit on an excess of loss basis. 











According to Committeeman Milligan 
a formula based on so many dollars 
per $1,000 for the extra risk was 
being considered. 

Naturally, a project of this type 
with atomic bomb implications could 
cause a great deal of uneasiness on 
the part of many individuals who are 
a bit too quick in interpreting the 
significance of news. Fortunately the 
wire services and newspapers cover- 
ing the meeting gave the public the 
correct interpretation of this impor- 
tant development. 

The life insurance business is not 
based on a day-to-day proposition. 
Future possibilities must be con- 
sidered and even though such possi- 
bilities might be remote, they must 
be given the action which the life in- 
surance business gives to all prob- 
lems that do or could occur over a 


period of time. 


Thank You 


Before closing out this column we 
have a thank-you to pass along to the 
staff of the Institute of Life Insur- 
ance who did such an ‘able public re- 
lations job on the meeting of the Life 
Insurance Association and on their 
own annual meeting the following 
day. Their expert handling of press 
releases that went out from the meet- 
ings and the ever cordial and helpful 
manners of each and every member 
of the Institute that we personally 
have come in contact with, deserves 
much more praise than can be fitted 
into these few short lines. 


Boseph M. McCarthy 








rr 


| HE achievements of life insur- 
/ ance in the mid-century year were 


” notable, while pending problems were 
mainly the product of uncontrollable 
factors and unexpected events. 


As the year began, the national 
} economy was assured of a sustained 


ds, CL C_Kf v 7 prosperity. A few months later the 
4 rears . Semeen spectre of war brought about the re- 


a Legislative Counsel, The Northwestern Mutual Life instatement of priorities, allocations 
a and controls on many economic 


ars levels. The extent of the dislocations 
_ to follow will depend largely on de- 

velopments in international relations. 
ype Life insurance will have to adjust its 


uld 


on 


operations—home office and field—to 
the changing pattern. As war clauses 
and other restrictive underwriting 
rules came under study, the counter- 
effect thereof produced a surging vol- 
ume of new business. The tide was 
still rolling in at the year-end. 


are 
the 


the 


the 
Or- 


Highest Sales Volume 


t 
ts As early as last fall the sales of life 


insurance had equalled the total 1949 
production of $23,700,000,000 which 
established the modern record. The 
final tabulation for 1950 will not be 
known for some time but the total 
volume can reasonably be estimated 
as approaching 30 billion dollars, or 
an increase of more than 6 billions 
over the previous year. This truly is 
a record-breaking performance by the 
fieldmen and warm congratulations 
are extended to them. 
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fe Growing Accounts 

Reaching higher and higher, the 
total of life insurance in force had 
soared to approximately $228,000,- 
000,000 at the year-end, insuring 
about 83,000,000 policyholders. Dur- 
ing the same period the total assets 
of the companies rose to about $64,- 
000,000,000, a gain of over $4,400,- 
000,000. Disbursements to _policy- 
holders and beneficiaries were about 
$4,250,000,000, the highest on record. 
It is no overstatement to say that all 
of the totals are awe-inspiring. 

Cash surrenders, lapses and policy 
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loans usually are a reflection of eco- 
nomic conditions on life insurance. 
The termination account for surren- 
ders and lapses rose by about 15 per 
cent over the 1949 total which had 
increased by 22 per cent over 1948. 
Policy loans and premium notes also 
increased somewhat, reaching about 
$2,400,000,000 at the year-end, up 
$162,108,000 from a year ago. The 
percentage increase was less than 
7 per cent. 


The Investment Picture 


The ultimate effect on the invest- 
ments of life insurance companies 
from a war-type economy, apparently 
indefinite in length, is the subject of 
serious study.. While there is yet no 
cause for concern that investment 
conditions might become critical, 
there is general belief that the entire 
investment picture will undergo a 
marked change. 

The restrictions on home mortgages 
are expected to reduce the investment 
potential in that field by approxi- 
mately 30 per cent. The decline in 
such account, however, may readily 
be made up by the capital require- 
ments of industrial plants and facili- 
ties, including public utilities. Much 
will depend upon the extent of the 
government's participation in such 
financing. 

Long-term interest rates showed a 
gradual increase during the course of 
the past year. A favorable factor 
was the decision of the Federal Re- 
serve Board last summer to increase 
short-term interest rates a fraction of 
a percentage point. Late in the year 
the Treasury put out an issue of 134 
per cent 5-year notes, which was 14 
per cent higher than the preceding 
issue of 5-year notes last March. 

Experienced market observers have 
been watching closely the Treasury’s 
plans for financing the tremendous 
defense program, while at the same 
time having to refinance increasing 
billions of maturing obligations. All- 
out bond selling campaigns may be 
needed to maintain stability and con- 
fidence in the government’s financial 
program. 

At the end of 1950 life insurance 
companies held approximately $13,- 
650,000,000 of U. S. bonds in their 
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portfolios. The account has been de- 
creasing during the post-war period 
as the companies channeled the funds 
into investments with higher yields. 
If the Treasury should decide to in- 
crease the interest rate on its long- 
term issues, the life companies may 
increase their holdings of such se- 
curities. 

When the Korean conflict began last 
summer, home offices and the field 
were stirred by the prospect of the 
need of war clauses for newly issued 
policies. The president of the National 
Association of Insurance Commission- 
ers, Hon. Ellery Allen of Connecticut, 
promptly named a special sub-com- 
mittee of the Life Committee to study 
and explore the matter of a war 
clause in the light of then existing 
conditions. 

The special sub-committee had 
available earlier studies of the war 
hazard by the Commissioners’ organ- 
ization as well as studies made by the 
life insurance industry, all of which 
proved helpful. The sub-committee 
held its first hearings early in August 
in Chicago at which time industry 
representatives made known their 
views. The preliminary discussion 
was predicated mainly on the desire 
of the sub-committee to bring about a 
more or less uniform practice by the 
companies in considering war clauses, 
although variations in state laws were 
seen as a deterrent in this respect. 
The sub-committee at that time rec- 
ommended approval of the so-called 
“result” clause, if submitted. It also 
recommended further study on the 
merits of the so-called “status” clause. 

The special sub-committee held 
further hearings in New York City in 





September at which time it adopted a 
statement of principles on war clauses 
as a part of its report. In summing 
up the matter the sub-committee said: 
“This Committee is in no position to 
determine the need for the use of 
war clauses at this time. No inference 
should be drawn from this report that 
the Committee urges the use of such 
clauses. In view of the differences of 
opinion among companies and Com- 
missioners, together with the varia- 
tion of State laws, careful considera- 
tion is required first, as to the need 
for the use of the clause, and second- 
ly, as to its language. However, it is 
the sense of this Committee that in 
the light of all the circumstances and 
experience from the use of such 
clauses in the past, if such clauses are 
to be used, a ‘result’ type of clause 
is favored.” 

On October 3, 1950, the full Life 
Committee of the Insurance Commis- 
sioners at Chicago, Illinois, adopted 
the report of the special sub-commit- 
tee. 


"Result" Type 

During the period of discussion of 
the several companies 
adopted war clauses of the “result” 
type. The larger segment of the life 
insurance business, however, stood by 
while the issue was under discussion. 
The companies generally modified 
their underwriting rules with respect 
to applicants for insurance who were 
members of reserve units, the national 
guard and persons registered under 
the 1948 Selective Service Act. 

Submission of war clauses to state 
insurance departments became gen- 
eral when the Korean campaign in- 
tensified late in the year. At the 
National Association of Insurance 
Commissioners’ meeting in Los 
Angeles in December, the Life Com- 
mittee re-examined its statement of 
principles on war clauses and adopted 
a broadened concept within the 
framework of which the companies 
may more readily draft their pro- 


problem, 


posed clauses. 

In the event of all-out hostilities it 
is conceivable that loss of life among 
civilians due to atomic bombings of 
cities might be so heavy as to impait 
the financial structure of many com- 
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panies. A program to safeguard the 
life insurance business from such haz- 
ard is under consideration. 

At the annual meeting of the Life 
Insurance Association of America in 
December there was under discus- 
sion a suggestion for a reinsurance 
pool through contributions of legal 
reserve life insurance companies from 
which pool civilian death losses by 
atomic bombing would be paid. Also 





While the greater number of plans 
was on the individual policy pension 
trust basis, the average of such plans 
was only about 65 persons. This re- 
flected the popularity of the indi- 
vidual policy plan among smaller 
employers. The largest number of 
workers was covered by group an- 
nuities. The average group covered 
by the group plans was 900. There 


are several other kinds of insured 


insurance code revision, cash sick- 
ness plans, taxation and other impor- 
tant matters. The indications are that 
1951 will be a particularly active 
legislative year for life insurance with 
at least 44 state bodies in session. 
What appears to be a leading issue 
is the proposal to amend Section 213 
of the New York Insurance Laws re- 
lating to expense limitations, which 
has been the subject of a thorough 


Loss of life to civilians due to atomic bombings of cities might be . . . heavy 


discussed was the question whether 
such a pool should cover death losses 
from ordinary bombing or any dis- 
aster to the civilian population from 
acts of war. 

The Life Committee of the Insur- 
ance Commissioners’ Association also 
is engaged in a study of possible 
effects of atomic warfare and other 
catastrophic mortality losses among 
civilian policyholders. 


Pension Trends 
About 11,500 insured pension plans 
3,000,000 workers 
were in force with American life in- 
surance companies. The number of 


covering some 


plans increased rapidly in the last 


decade. Annual retirement income 
to be provided under the plans is ex- 
pected to be well in excess of $1,000,- 


000.000. 


plans in addition to these major types 
of pension plans. 

Employee contributions were pro- 
vided in about 65 per cent of pension 
plans put into effect in 1948 and 
1949, compared with 53 per cent of 
plans in effect in the 1943-1947 pe- 
riod. During the past year only one 
in seven plans was non-contributory. 
The 1950 ratio may possibly be taken 
as an indication of the controversy 
in recent labor negotiations which 
persuaded employers to look with 
greater favor on contributory plans. 

While much has 
made in recent years toward the 
establishment of actuarially sound 


progress been 


pension plans, the good work needs to 
be carried on with renewed energy. 
It was an off-year for the state legis- 
latures. Interim committees, however, 
were busy laying the groundwork for 


study by the life insurance industry 
and life underwriter 
Briefly, the proposal would substitute 
separate limitations on several cate- 
gories of the business, one of which 


associations. 


is the agency expense, for the overall 
limitation of the present law. 

At the general election in Novem- 
ber the voters of the State of Wash- 
ington overwhelmingly rejected a 
compulsory disability benefit program 
which the legislature had approved, 
subject to the referendum mentioned. 
A short while ago a spread of dis- 
ability benefit legislation seemed im- 
minent. It did not materialize, how- 
ever, and is not expected to assume 
large proportions in the forthcoming 
legislative sessions. 

Investment law proposals relating 
to the extension of real estate hold- 
ings and authorizations to invest in 
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common stocks are anticipated in sev- 
eral jurisdictions this winter. 


The Washington Scene 


The institution of life insurance in 
common with all other lines of insur- 
ance has steadfastly favored super- 
vision of insurance by the states. The 
trend of recent events, including those 
of a world order, has moved the 
sights of the life insurance business 
directly to the national capital. 

Although the Federal authorities 
have in no manner interfered with 
the established rights of the states to 
regulate insurance, an ever-increasing 
number of acts of the Congress and 
rulings by Federal bureaus have been 
imposed on the life insurance busi- 
ness. This is particularly true of pro- 
posals involving diverse kinds of tax- 
ation, Social Security programs and 
measures affecting private pension 
plans. Interest rates and government 
lending practices are a competitive 
factor in the companies’ investment 
operations. 

Extensions of economic controls to- 
gether with the matters already re- 
ferred to, have made it incumbent on 
the life insurance business to be ably 
represented by its own personnel on 
the ground. The decision by the 
American Life Convention and the 
Life Insurance Association of Amer- 
ica to open a Washington office and 
to have efficient personnel operating 
there was a timely and laudable one. 
This decision was a departure from 
the traditional attitude of isolation- 
ism toward developments affecting 
life insurance at the Federal level. 


United States Congress 


By far the greatest amount of 
legislative activity affecting life in- 
surance occurred in the last session of 
the Congress. Proposals relatiag to 
taxation and revision of the Social 
Security Act led the list. 

Following hearings which began 
over a year ago on a plan to tax the 
investment income of the life com- 
panies, a Joint Resolution passed the 
House of Representatives last January 
levying a stop-gap tax on the com- 
panies for the years 1947, 1948 and 
1949. In April, the Senate Finance 
Committee and the Senate eliminated 
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from said resolution the retroactive 
taxes for 1947 and 1948 but included 
the taxes for 1949 and added 1950. 
Conferees for both Houses failed to 
reach agreement and the issue re- 
mained deadlocked. With the out- 
break of hostilities in Korea a 5 bil- 
lion dollar general tax bill was intro- 
duced. Included in the bill was a tax 
on life insurance companies which the 
House applied for the years 1947, 
1948, 1949 and 1950. The Senate 
Finance Committee and the Senate 
again struck out the retroactive taxes 
for 1947 and 1948 leaving only taxes 
for 1949 and 1950. This time a de- 
cision had to be made and finally the 
House conferees receded and accepted 
the Senate’s version. 

Included in the tax bill as passed 
by the House was a provision to tax 
the installment payments of life in- 





surance death proceeds, under which 
plan the principal amount of the 
death claim would be divided by the 
number of years in which the install- 
ments were to be paid, or in the case 
of payments for life, by the number 
of years the beneficiary would live 
according to the expectancy table, de- 
ducting said amount from the install- 
ment payment, the remainder to be 
reported as interest income. The 
Senate refused to approve the pro- 
posed tax and the conferees agreed 
to eliminate it. 

A proposal to require stock insur- 
ance companies to register and file 
detailed investment information with 
the Securities and Exchange Commis- 
sion failed of approval. A bill to 
make some of the provisions of the 
expired farm mortgage moratorium 
law in permanent part of the National 
Bankruptcy Act was blocked after 
life insurance and other farm lenders 
had objected to the bill’s failure to 
assure secured creditors the right to 
have a public sale of mortgaged 
property. 

The Administration’s proposals for 
a national health program and to 
federalize the unemployment compen- 


sation system and thus dominate the 
operation of state systems made litt!s 
or no progress. While these schemes 
will undoubtedly be reintroduced, 
close observers believe the newly 
elected Congress will turn a deaf e>r 
to both proposals. The same observ 2- 
tion applies to the proposed prograin 
of permanent disability benefits which 
the last Congress rejected. 


Social Security Act Revision 


After long and thorough consider- 
ation by Congress the Social Security 
Act received a thorough overhauling. 
Besides extending coverage under the 
law to some nine million persons, sub- 
stantial increases in the monthly bene- 
fits for Old Age and Survivors In- 
surance and the amounts available for 
old age assistance, aids for dependent 
children, the blind and for maternity 
care, were approved. 

Beginning January 1, 1951, full- 
time life insurance salesmen will be 
covered as employees under the re- 
cently enacted revision of the Act. 
The specific amendment to the defini- 
tion of “employee,” by which full- 
time life insurance agents are desig- 
nated as such for the purposes of the 
Act, excepts from the employee cate- 
gory such individuals whose status 
falls within the definition of “self- 
employed” persons. Regulations from 
the Federal agencies are expected to 
clarify the question of who falls 
within the scope of the amended 
definition of employee. Regulations 
will also be necessary in connection 
with such important details as to who 
shall make the reports on wages and 
how they shall be made and how the 
tax thereon shall be paid. 

The dominant motive behind the 
increased benefits adopted undoubted- 
ly was to bring them somewhat in line 
with the decreased purchasing power 
of the dollar. On full reflection it is 
obvious that the increased benefits 
represent no more than the present- 
day subsistence level. It reasonably 
follows that coverage of private life 
insurance in most cases has been in- 
adequate. This is unfinished business 
that must be contemplated and looked 
after by the field forces of life insur 
ance. 

A system of gratuitous insurance 
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or automatic indemnity for service- 
men on active duty to substantially 
supplant National Service Life Insur- 
ance won the unanimous approval of 
the House of Representatives after its 
Veterans Affairs Committee had re- 
ported the bill favorably the middle 
of December. The legislation is based 
on the Rankin and Hardy bills which, 
together with other plans, had been 
under close study by Rep. James E. 
Noland’s sub-committee. 


Provisions of Bill 


As passed by the House, the bill 
provides for free coverage of $10,000 
for all personnel on active duty, re- 
troactive to June 27, 1950. If on 
active duty for more than 30 days, 
protection will be extended for 90 
days after discharge. The death in- 
demnity would be paid in 120 month- 
ly installments with interest at the rate 
of 244 per cent per annum. Total 








liability of the government is limited 
to $10,000 in those cases where the 
serviceman has N. S. L. I. or U. S. 
G. L. I. In such event he may sur- 
render his old insurance, taking the 
protection of the gratuitous plan and 
upon discharge from service reinstate 
his former government insurance. 

No further N. S. L. I. would be 
issued except to veterans rendered 
commercially uninsurable by a ser- 
vice-connected disability. It is ap- 
parent that enactment of the House 
approved program would result in 
very substantial overall savings to 
the government. 

Observers believe that the favorable 
action in the House was too late to 
allow for consideration of the mea- 
sure by the Senate before final ad- 
journment of the Congress. Adher- 
ents of the gratuitous plan, however, 
predict early approval of the program 
in the next Congress. 


Insured Savings Accounts 
Last fall the Bank of America in 
California startled life insurance cir- 
cles by its announcement of a new 


thrift-type savings account supple- 
mented by life insurance. 


The bank’s plan applies to savings 
accounts up to a maximum of $1,000 
into which the customer deposits fixed 
monthly sums in order to accumu- 
late a predetermined amount at the 
end of the 50-month saving period. 
Upon making his first deposit the cus- 
tomer is insured for the difference 
between his deposit and the maturity 
value of his account. His life insur- 
ance decreases monthly as his account 
grows. If he dies before maturity of 
the account his beneficiary receives 
the total amount he intended to save. 
Carrier of the life insurance is Occi- 
dental Life of California. 

Insured savings plans of banks in 
Indiana, Georgia and Pennsylvania 
provide for a limited maximum ac- 
count through periodic payments for 
a period of 10 years. The plan is 
designed to attract mainly the small 
investor. In the event of the death of 
the holder of the account the insur- 
ance company contributes the bal- 
ance of the unpaid payments. Whether 
such plans will spread to other juris- 
dictions and grow to substantial 
amounts remains questionable. 


Life Insurance Organizations 


Within the confines of this report 
justice cannot be done to the out- 
standing contributions of the several 
organizations that are serving the 
business of life insurance and _ its 
many millions of policyholders. 
Whether it be on the legislative front 
or on public relations, field or home 
office levels, the one word “efficient” 
describes them as accurately as is pos- 
sible in the circumstances. Life in- 
surance can be justly proud of their 
performance. 


National Economy 


A strong economy seems assured 
in the months ahead. Both produc- 
tion and income were increasing dur- 
ing the first half of last year, after 
which the national defense program 
carrying a larger budget of expendi- 
tures on one hand, and limited con- 
trols on the other, got under way. 

Wages and other forms of income 
have been rising along with prices. 


Taxes on corporations and individ- 
uals have been increased. The Federal 
Reserve Board noted that the money 
supply was being expanded by bank 
loans and cautioned its members to 
restrain bank credits. As the year 
ended there was some hope of lessen- 
ing the inflationary forces through the 
measures that were being taken. 


Defense Expenses 


Defense expenditures which have 
risen rather slowly will increase 
noticeably in the months ahead under 
the mobilization program. Both 
wages and prices will likely be stabil- 
ized. Taxes are bound to increase 
again. If the new Congress is able to 
hold the budget practically in line 
with anticipated revenues, the infla- 
tionary threat will be minimized. A 
large number of the statesmen are 
determined to make it their No. 1 
objective. 


Outlook for Life Insurance 


Except for the gathering war 
clouds the business of life insurance 
approaches the new year with a fav- 
orable outlook. War clauses and 
other underwriting restrictions will be 
in the forefront of discussion. The 
problem of investment and interest 
rates will continue to be a real test 
for management. Government com- 
petition in the lending field has ag- 
gravated the problem. 

No further expansion of compul- 
sory social programs is looked for in 
the immediate future. Some new 
studies are under way but there will 
be little sentiment in Congress to ex- 
tend or expand existing coverage. 
Besides, Congress will have less time 
for such proposals. 

The field for private life insurance 
should become more fertile. There 
are many incentives for it. Dollars 
are more plentiful. Interest rates are 
low and more principal is required 
to produce a given amount of income. 

At no time in its history has life 
insurance enjoyed the full confidence 
of the American people as it does at 
present. For their basic and indis- 
pensable financial security the people 
will continue to rely upon their life 
insurance protection. 
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MID-WINTER N.A.1.C. MEETING 


This report shows how war clouds overshadowed the sessions 
at the Mid-Winter Meeting of the National Association of 
Insurance Commissioners last month, and how our defense 
economy will affect life insurance and its various operations. 


By W Eugene Ksssk 


VER the deliberations of the 

National Association of Insur- 

ance Commissioners — as it 
held its mid-year meeting in Los 
Angeles, California — hung the omi- 
nous shadow of the Third World War. 
The life insurance faction which was 
present naturally concerned 
with mortality; and mortality rates. 
That faction was equally concerned 
with investment problems which are 
posed in the face of unchecked infla- 


was, 


tion. It was, within the borders of 
United States possessions, triply con- 
cerned with the need for war-exclu- 
sion clauses in civilian policies. 

These were ominous facts, and 
portents to be considered by the mid- 
year meeting of the NAIC. They 
were so considered. 

The president of the NAIC, W. 
Ellery Allyn, commissioner of Con- 
necticut, pointed out that the crisis 
in international relations has _pre- 
sented a twofold problem. First 
comes the present need for a war- 
clause to be used in current risk 
selection. Second, there is the ne- 
cessity for life insurance to protect 
its solvency against loss inherent in 
the type of warfare which may de- 
velop in the future. The matter of 
war clauses now is generally following 
the pattern of the model war clause 
adopted by the NAIC. The question 
of a war clause which would cope 
with the effects of wholesale destruc- 
tion of life within the United States 
is another matter. As Commissioner 
Allyn said: “The potential long-term 
catastrophe hazard is not on people 
in the Armed Services, but rather on 
civilians who stay at home. This 
hazard is far beyond the purview of 
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any ‘status’ or ‘result’ war clauses or 
civilian travel restrictions existing 
today.” 

War Hazards 

One fact which all the commission- 
ers recognized was that, no matter 
what forms of present or future war- 
clauses are adopted, the current bil- 
lions of life insurance in force would 
continue unaffected thereby, as indi- 
vidual contracts that is. No sugges- 
tion has yet been put forward that 
companies should in any way abro- 
gate or seek to change existing pol- 
icies; whatever the apparent neces- 
sity. As to possible mass-civilian de- 
struction, Commissioner Allyn had 
this to say: “Perhaps an idea worthy 
of consideration would be a policy 
clause providing a war restriction 
which would gradually work off in a 
number of years, like a reducing pol- 
icy lien. Another idea, borrowed 
from the field of property insurance, 
would be for companies to spread 
their risks geographically—whether 
through underwriting selection, pool- 
ing or reinsurance—so as to avoid 
undue concentration in congested 
areas. The necessity of some such 
action is especially apparent today 
in connection with large group cov- 
erages.” Specific mention of atomic 
bombing was lacking, but recognition 
of the threat was apparent. 

The president of the NAIC noted 
that the life insurance companies are 
particularly subject to efforts to force 
Federal regulation because their as- 
sets are now well over 60 billions of 
dollars, and warned that there will 
be further talk about the need for 
Federal regulation of life insurance 
merely because of such a large sum. 


He concluded by saying that, “We 
must ever be watchful lest those who 
profess to be friends of State regula- 
tion force Federal regulation upon 
the policyholders under the guise of 
emergency.” 


Mortgage Credits 

Inasmuch as some 609 life insur- 
ance companies of different classes 
made six billion dollars of loans on 
one-to-four family homes during 1949 
—and because of the gigantic total 
of all life insurance real estate mort- 
gage investments — no subject more 
affects life insurance stability than 
does that of mortgage credits. It 
was because of this that the 850 mem- 
bers and attendants who registered 
for the NAIC convention, listened 
closely to the address of Henry Ben- 
ner, special assistant to the adminis- 
trator of the Office of Real Estate 
Credit, which comes under the board 
of governors of the Federal Reserve 
System. Mr. Benner discussed the 
potentials and effects of Regulation X 
which the government promulgated 
on October 12, 1950, following the 
Defense Production ‘Act of 1950 
which was passed on September 8 
and covered in an Executive Order 
of the President of the United States 
the next day. The purpose of Regu- 
lation X is to cut back building ac- 
tivity. In this connection, Mr. Ben- 
ner pointed out that “The. devices 
that were selected for cutting back 
credit extensions are an increase in 
minimum down-payment require- 
ments, and a limitation on the length 
of repayment periods.” 

As to the cutting back of building 
activity, the current proposals seek 4 
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maximum of 850,000 starts a year. 
This compares with the 1950 rate of 
almost 1,400,000. Purpose is to help 
divert materials for defense by cur- 
tailing civilian demand rather than by 
inflationary bidding up of prices. 
Difficulties include the problem of 
how to make the transition to the new 
regulations without causing hardship 
to people who have already gotten 
under way in planning and building 
homes. To meet this, at least to some 
extent, the regulations have already 
been amended by making them inap- 
plicable until May, 1951, with re- 
spect to houses started before Regu- 
lation X became effective. Another 
point brought out by Mr. Benner was 
that “The regulation requires that all 
borrowing concerning a given piece 
of property—either secured directly 
by that property or merely for the 
purpose of financing the acquisition 
or improvements of the property— 
be subject to the provisions of the 
regulation; with the exception of 
credits secured by life insurance pol- 
icies. This single exception was made 
so that people would not be encour- 
aged to surrender their policies in 
order to purchase the properties and 
thus lose the preferred actuarial posi- 
tion which they obtained when the 
policies were originally written.” 
Admittedly, Regulation X will have 
to be kept somewhat flexible. Also 
admittedly, there is no certain way 
of making changes in the terms pre- 
scribed in accordance with day-by- 
day horizons. However, the tech- 
nical advisory committee already es- 
tablished includes such organizations 
as the Mortgage Bankers of America, 
Life Insurance Association of Amer- 
ica, United States Savings & Loan 
League and others. Representatives 
of these organizations will meet at 
stipulated intervals with the represen- 
tatives of the Federal government. 
Present enforcement program for 
Regulation X includes investigational 
activity by Federal Reserve banks, 
plus similar activity by supervisory 
agencies, plus possible cooperation of 
State insurance departments where 
deemed advisable. The life insurance 
committee of the NAIC, of which 


Commissioner Armand W. Harris of 
(Continued on Page 19) 





FLORIDA COMMISSIONER: At far right, J. Edwin Larson, 
insurance commissioner of Florida and former NAIC president 
with some of his committee members and deputies. 





RECEPTIONISTS: Girls of the Farmers Insurance Group who 
acted as receptionists during the buffet dinner which those com- 
panies tendered the National Association of Insurance Commis- 
sioners at the mid-winter meeting. 





NAIC MEMBERS: A group of members of the National Asso- 
ciation of Insurance Commissioners and their wives at the meeting. 
(Photo courtesy Farmers Insurance Group). 
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By Gan é Shepherd 


Manager, 
Life Insurance Association 
of America 


BOUT six years ago, on Aug. 11, 
1944, to be exact, The Associa- 

tion of Life Insurance Presidents 
adopted a new Constitution. By that 
action, it changed its name to the Life 
Insurance Association of America. 
But it changed much more than that. 
The whole character of the organiza- 
tion underwent a revision. This did 
not take place immediately but the 
trend soon became apparent. After 
six years, the evolution is quite ob- 
vious to those who will stop to look. 


Changes in Office 


The physical alteration of the offices 
of the Association is perhaps the most 
obvious evidence of change. In 1944, 
the 57 members of the staff were 
quartered in about 12,000 square feet 
of conglomerate space on the 9th floor 
of 165 Broadway. Not only was the 
space too small but it was of such 
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OF THE 


shape that anything like a functional 
layout was out of the question. A 
number of private offices were in use 
no bigger than goodsized coat closets. 
Four desks “back to back” were 
cramped in other rooms none too 
spacious for a single occupant. 


Proof of Growth 


Today, the staff of the Association, 
numbering over 100, is comfortably 
quartered in the new and modern 
building at 488 Madison Ave. It oc- 
cupies about 28,000 square feet of 
space, 4,000 of which it shares with 
the Institute of Life Insurance in the 
form of common meeting rooms and 
an employees’ lunchroom. Some 12,- 
000 more square feet are under sub- 
lease for varying terms to permit 
reacquisition if and when expansion 
demands. The new building is easily 
accessible to the uptown hotels and 
railroad terminals, much to the con- 
venience of our out-of-town visitors. 

Six years ago, the Manager’s office, 
rightly enough, was quite a respect- 
able place. It had to be for it was 
not only used by the Manager for his 
day-today duties but, on about ten 
occasions annually, it was used al- 


THE DEVELOPMENT 


LIFE INSURANCE 


ASSOCIATION 
SINCE 1944 


ternately for meetings of the Execu- 
tive Committee and of the full Asso- 
ciation. It could comfortably seat 
about 25 people, schoolroom fashion. 
This proved to be quite adequate. In 
those days, we were honored by few 
visitors. Members of the Executive 
Committee or their proxies came 
when duty called and a few stalwarts 
not on the Executive Committee came 
for the Association meetings. 
Association life was comparatively 
simple then. Watching the legislation 
throughout the country took up 4 
large part of the time. Test litigation 
was important then, as now. Our 
various services included an Associa- 
tion bulletin by which member com- 
panies were kept informed of all de- 
velopments of general interest. From 
about the first of September until 
early in December, a major effort was 
made to get together all the material 
needed for the twelve or more ad- 
dresses which constituted the pro- 
grams for our annual meetings. 


Prior Procedure 
All these functions were performed 
with a minimum of red tape. The 
Manager was responsible for all de- 
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cisions, except those of highest policy. 
If he needed help on important mat- 
ters he could, and frequently did, call 
on the Executive Committee. Meet- 
ings usually were not necessary but 
polls of the Committee by telephone 
were rather frequently made. This 
procedure worked smoothly for sev- 
eral reasons. The activities of the 
Association followed a well charted 
course. The Executive Committee was 
an experienced group. Traditionally, 
its members held a life tenure which, 
by precedent, even passed to suc- 
cessors in office in the same company. 
Few committees were needed and 
those that were, were appointed on 
an “ad hoc” basis by the Manager. 
So far as most of the membership was 
concerned, the Association carried on 
its appointed tasks in efficient ob- 
scurity. 


Developments 


That proved to be an unhealthy 
situation. Two developments served 
to focus attention on it. First, the 
Association was threatened with a 
lawsuit. Since it was a voluntary 
association whose members were the 
presidents and vice-presidents of the 
contributing companies, the threat 
fell on them. That came as quite a 
shock to these members, some of 
whom had not realized that they bore 
any legal responsibility. Second, the 
possibility of a merger with the 
American Life Convention began to 
gain support. Questions were being 
asked why two organizations were 
doing the same kind of work for a 
substantially overlapping member- 
ship. These things, and _ perhaps 
others, caused those who contributed 
to the $400,000 budget to inquire pre- 
cisely what the Association was doing 
and by what procedures. 

These inquiries led to the change 
in the Constitution and to a complete 
change in the character of the or- 
ganization. 

The Manager’s office is still a very 
respectable place, as those of you who 
have visited us can attest. It is not 
large enough, however, to accom- 
modate Association meetings or meet- 
ings of its Board of Directors, or even 


of most of its committees, and the 





schoolroom style of seating is out of 
tune with the spirit of the organiza- 
tion. 


Present Procedure 


Today, the Association is run under 
the direction of its Board and its vari- 
ous committees. The President, elected 
annually, serves as Chairman of the 
Board. He must be an officer of a 
member company. The new Constitu- 
tion requires a reasonable amount of 
rotation for the fifteen Board mem- 
bers. Since the first Board was elected 
in 1944, 34 individuals, representing 
32 member companies have served, 
usually for the full three-year term. 
While not required by the Constitu- 
tion, the practice of rotation has also 
been followed in the case of commit- 
tee memberships, although perhaps 
not with the regularity that might be 
desired. 

Since all policy decisions are made 
either by the Board or by some prop- 
erly authorized committee, a large 


number of committees have been 
found necessary to conduct the Asso- 
ciation’s work. During the past year 
13 Joint Committees and 17 Associa- 
tion committees, as well as innumer- 
able subcommittees, functioned for 
the Association. 

These committees are responsible 
either directly to the Board or to the 
Joint Legislative Committee, which 
has been charged by the Constitution 
and an appropriate Board resolution 
for broad authority in the general 
areas of legislation and litigation. 

This operational organization has 
had one very important effect. It nas 
distributed among many officers of 
most member companies an important 
share in the work of the Association. 
With this sharing of the responsibility 
has come a keener realization of the 
possibility of using the Association 
for more and more purposes in the 
interest of its members. While no 
precise qualitative measure of this 
increased activity is possible, it seems 





TAKING OVER L.I.A.A. PRESIDENCY: M. Albert Linton 
(left), president, Provident Mutual Life, accepting gavel from 
Carrol M. Shanks, president, The Prudential, upon succeeding the 
latter as president of the Life Insurance Association of America 
at its 44th annual meeting at the Hotel Roosevelt in New York. 
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L.LA.A. LEADERS AT CONVENTION: (left to right)—James 
J. O’Leary, Director of Investment Research; M. Albert Linton, 
newly elected president; Carrol M. Shanks, retiring president, 
Bruce E. Shepherd, manager; and Eugene M. Thore, General 
Counsel; all of the Life Insurance Association of America. 


reasonable to suppose that a con- 
siderable part of the expansion of the 
Association’s functions may be at- 
tributed to this increased awareness 
of its potentialities. 

The most obvious evidence of this 
expansion may be seen from the as- 
sumption of responsibilities in areas 
which formerly were of no concern 
to the Association. 


Investment Research Project 


At the end of 1944, our Investment 
Research activity was just getting 
under way. Plans were being laid 
under the direction of a capable and 
enthusiastic committee and a staff 
was being recruited. Our investment 
research is now firmly established. 
The study on capital accumulation, 
conducted by Dr. Raymond Gold- 
smith, will be ready for publication 
during the coming year. The com- 
plementary study of future demand 
for capital is now getting started un- 
der the guidance of Professor Kuz- 
nets. A report by Dr. O’Leary on 
these and other projects being carried 
on under the direction of our Invest- 
ment Research Committee will shortly 
be available. It is pertinent to observe 
also that, to an increasing extent, the 
energies of our Investment Research 
staff are being devoted to matters of 
general economic importance not 
strictly research. As an illustration, 
I need only mention the work that 


i6—THE SPECTATOR, January, 1951 


was done in assisting in the prepara- 
tion of the recent Federal Credit Con- 
trol Regulations. 

By 1945 a Cash Sickness Law had 
put in its appearance in Rhode Island 
and California was shortly to enact 
one of a different type. The Associa- 
tion was being asked to expand its 
Group Insurance responsibilities to 
cover that new field. Such laws have 
since been passed in New Jersey and 
New York and are being considered 
in several more states. 


A Legal Phase 
In June, 1944, the South-Eastern 


Underwriters Association case was 
decided, with its far-reaching con- 
sequences on the regulatory phases 
of our business. Anti-trust questions, 
previously obscured, became vitally 
important overnight. As a conse- 
quence, and in response to a mount- 
ing demand, the Association secured 
the services, in mid-1949, of an expert 
in anti-trust law. He has been busily 
engaged since in resolving the accum- 
ulation of questions developed since 
the South-Eastern decision, which had 
become too ponderous for those not 
specialized in anti-trust law. In addi- 
tion, currently evolving questions de- 
mand a considerable amount of his 
time. 


Cultivating Relations 

In 1947, it became apparent that 
there was need for much cultivation 
of the relations between the life in- 
surance business and the hospitals and 
the medical profession. Blue Cross 
plans for hospital insurance had be- 
come firmly established in many parts 
of the country and Blue Shield plans 
for medical and surgical coverage 
were developing. The life insurance 
business appeared to be running a 
poor second to these voluntary plans 
in public esteem. As a result and after 
careful study by a special commit- 
tee, the Association’ was authorized 
by the Board to employ an officer to 
devote his full time to improving the 





AT THE L.1.A.A. CONVENTION IN NEW YORK: A group of 
company leaders at the L.I.A.A. meeting (left to right)—George 
L. Harrison, chairman, New York Life; M. Albert Linton, presi- 
dent, Provident Mutual Life; Carrol M. Shanks, president, The 
Prudential; Winfield W. Riefler, assistant to Chairman of the 
Federal Reserve Board, Washington, D. C.; Paul F. Clark, presi- 
dent, The John Hancock. 
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relations with the hospitals and the 2 


medical profession. This work has 
been in progress since April, 1948. 


Under the auspices of the Health In- & 
surance Council, hospital admission 3 
plans have been established in a num- & 
ber of centers and good progress has & 


been made in working with the doc- 
tors on prepayment plans. The re- 
cently authorized addition to our staff 
should materially assist us in doing 
a better job. 

Only a year ago, when the threat 
of a national scheme of health insur- 
ance mounted, the Board of Directors 
of the Association foresaw the need 
for more intensive research if the life 
insurance business were to be in a 
position to answer some of the charges 
that were being made by the pro- 
ponents of this form of statism. Since 
July of this year, a new member of 
our staff has been devoting his entire 
time to this work and the allied field 
of Social Security. 


Washington Office 


A year ago, in view of the much 
greater importance occupied by the 
Federal Government than in former 
years, it was decided to open a Wash- 
ington office and intensify our efforts 
to keep abreast of the Washington 
situation. The Washington office has 
been in operation since July, 1950, 
under the direction of Mr. Thoré, 
who, as planned, is spending a major 
portion of his time there. In carrying 
out the Washington assignment, Mr. 
Thoré is cooperating closely with Mr. 
Hogg for the American Life Conven- 
tion. This is facilitated by the juxta- 
position of their offices. A much more 
extensive effort is now being made 
to follow the Washington develop- 
ments and to head off difficulties in 
their incipient stages. The work that 
has been done on Federal income 
taxes, Social Security, the Congres- 
sional inquiries by the Celler and 
O'Mahoney Committees into con- 
centration of economic power, and 
the proposal to extend the SEC Act 
to cover certain phases of the life 
insurance business and ample evi- 
dence of the soundness of last year’s 
decision to cultivate more thoroughly 
the Washington scene. 
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Highlights from the 1950 Annual Report: 


INSTITUTE 


OF 


LIFE INSURANCE 


H. olgar 


Z 
Johnson 


President 


ee the annual report will 
detail the work of the individual 
departments, let me highlight a few 
of the things which have had em- 
phasis during the past year, as a 
part of our effort to build a favorable 
public attitude— a public more ade- 
quately informed about our business. 

Throughout the nation, and espe- 
cially with the banks and trust com- 


panies and the various security 





groups, there has been a great stimu- 
lation to the work among women’s 


groups. 

Our own women’s division, which 
has cooperated with women’s groups 
over the years has been called upon 
this year to supplement its regular 
program by participation in 17 such 
financial forums in 10 different states 
with audiences ranging from 100 to 
1200 each. 
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It has afforded us an opportunity 
to see that life insurance had its right- 
ful place in those discussions. Then, 
too, when such forums are partici- 
pated in, the speakers have had access 
to the press and the radio, thus multi- 
plying the influence many times. 


Youth Education 


Work among the youth of the na- 
tion in cooperation with our schools 
continues to be an important part of 
the Institute’s program. 

In addition to the major activity, 
building a program on Family Fi- 
nancial Security, this year we have 
developed a new series of teaching 
slide films, for school use entitled, 
“HOW LIFE INSURANCE BEGAN,” 
“HOW LIFE INSURANCE OPER- 
ATES,” and “HOW PEOPLE USE 
LIFE INSURANCE.” 

A new text for the grade school 
level has been developed. It is “THE 
STORY OF LIFE INSURANCE,” 
and 180,000 have been circulated to 
the teachers. 

A new series of wall charts for 
teaching purposes came into being 
this year, as did a new comic book. 

Our motion pictures have had a 





circulation of almost 2 million this 
year, mostly in schools. 


Then too a film library has been 
established and a catalogue on train- 
ing films has been made available to 
the companies. 

A most interesting and helpful 
study is now being made with 3,350 
libraries of the country, to discover 
what books and other material they 
have in life insurance, and some most 
interesting things are being uncovered 
—indicating a real need for com- 
panies and individuals as well as the 
underwriters associations and the In- 
stitute to help provide good material. 
I wish to commend the numerous 
underwriter association groups who 
have helped materially to provide 
books for the libraries. 


Statistical Efforts 


Our statistical group this year with 
your help through questionnaires, has 
been able to answer many questions 
which we were not able to answer 
heretofore. The material has created 
good news stories and information of 
public interest, such facts as: 


How many people are under in- 
sured pension plans with the com- 





a 


ELECTED TO INSTITUTE BOARD: (left to right)—Carrol M. 
Shanks, president, Prudential; H. R. Stephenson, vice-president 
and managing director, Crown Life of Canada; and Paul F. Clark, 
president, The John Hancock. 
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panies; how much has it grown in 
the last 10 years. 

The story of term insurance, with 
the growth of term; how much is re- 
lated primarily to special protective 
plans. 

These are but two of many such 
facts in which there is a great public 
interest. The Fact Book, which has 
found its way into many different 
places, was used in the Washington 
hearings to a considerable degree. 

Sometimes it is difficult to appraise 
the full extent of the value of having 
such material used, rather than leav- 
ing it to committees to find their own 
way in getting facts about life insur- 
ance. 

Many interesting requests come to 
us for material on world insurance 
which we believe is quite extensive 
and most helpful. We have over the 
years—both by personal contact and 
correspondence established many val- 
uable sources of information on 
world insurance. 

In dealing with publics generally 
and many special groups, it is inter- 
esting to note that in 10 months of 
this year we have distributed almost 
4 million booklets and pieces of ma- 
terial exclusive of regular monthly 
materials and filled over 30,700 re- 
quests for materials from different 
groups. 


Press Relations 


Press relations continue to be a 
major part of our activity. The “OUR 
DEMOCRACY” were 
checked this year again with the users, 
and we found they were much desired 


cartoons 


and most popular. 

Our NEWS DATA, MONEY MAT- 
TERS, and the FAMILY ECONO- 
MIST continue to be used widely by 
the press. 

We must constantly strive to see 
that our news material is timely and 
interesting to the reader of the news- 
paper, rather than what we think we 
would like them to know. 

Almost every week we have the op- 
portunity to work with authors and 
writers—providing material for text 
books, magazine articles and feature 
stories and radio programs. 

No report would be adequate with- 
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SPEAKERS AT INSTITUTE MEETING: (left to right)—Fred- 
erick W. Hubbell, president of Equitable Life of Iowa, reelected 
chairman of the Institute; Holgar J. Johnson, Institute president; 
James E. Shelton, president, American Bankers Association; Dr. 
Herold C. Hunt, General Superintendent of Schools, Chicago and 
chairman, National Committee on Family Financial Security 
Education; Dr. Henry C. Link, Psychological Corporation. 


out some reference to our advertising 
program, reaching as it does some 45 
million people periodically and using 
as it does most of our budget. 

Reports made to the companies over 
the year have I believe indicated how 
the program for this year was given 
over to dealing with the story of in- 
flation and its consequences. 

A new phase is about to be under- 
taken and it will attempt to be more 
specific in dealing with those things 
which can be helpful in arresting the 
inflationary factors such as— 

Cutting non-military expenditures. 

Taxes vs. Borrowing. 

Savings and cutting civilian ex- 
penditures. 

Need for Increased Production— 
and other basic information. 

The result of various studies as to 
readership and impact of the copy 
are such that we can feel that the pro- 
gram is making a substantial con- 
tribution in the public interest. 

Obviously this report only touches 
certain highlights but in conclusion I 
wish to express my appreciation to 
the companies for their confidence 
and support, for without it the work 
could not be done. We now have 163 
companies cooperating in the mem- 
bership and they represent almost 
90°0 of the assets of the companies. 

The year 1950 has been a challeng- 
ing one with many problems, but un- 
less there were problems, there would 
be little zest in life. 1951 looms ahead 
full of opportunity for it will be a 


difficult year, with different problems, 
and it will at times require new 
thoughts and action predicated on 
new conditions. But that is to be ex- 
pected, for in dealing with public at- 
titude, we are dealing with something 
that is always fluid, and it must be 
so recognized. 





APPRAISERS PRESIDENT: 
Joseph Malzo, mortgage officer, 
Union Labor Life, was elected 
president of the Greater New York 
Chapter of the Society of Residen- 
tial Appraisers for the year 1951. 

Mr. Malzo is the first life insur- 
ance official to be elected president 
of the Society since 1938. The or- 
ganization consists of mortgage 
investment and appraisal repre- 
sentatives of various financial in- 
stitutions in the New York area. 





COMMISSIONERS 
(Concluded from Page 13) 


Minnesota is chairman, covered a 
full agenda that included model group 
annuity definitions; methods of sale 
of credit life insurance and qualifi- 
cations of agents therefor; trends in 
purchase of life insurance companies; 
and pension plans. 

The Los Angeles convention, in- 
cluding committee sessions, ran from 
December 9 to December 16 and 
ended with the customary banquet at 
which the outside speaker was Dr. 
H. Arthur Steiner, professor of politi- 
cal science of University of California 
at Los Angeles. To those present, 
his comments (a) strove to cover too 
wide a range (b) paused momenta- 
rily to pat the spectre of private enter- 
prise on the head and (c) went on 
to kick private enterprise in the shins 
and laud the twins of “welfareism” 
and “socialism.” Perhaps he was 
selling an “enlightened liberalism.” 
If so, most hearers failed to buy. 

The annual meeting of the NAIC 
will be held at the New Ocean House 
in Swampscott, Mass., in June. As 
to the next mid-year meeting, it was 
finally decided to hold it in December 
of 1951 in New York City. 





TWO LEAVEYS: At left, T. E. 
Leavey, president, Farmers Insur- 
ance Group, Los Angeles. At right, 
Harold Leavey, vice-president and 
general counsel, California-West- 
ern States Life, Sacramento. The 
latter served on the arrangements 
committee for the NAIC meeting. 
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1950 Record: 
Rai 
LIFE INSURANCE INVESTMENTS | : 
: 
Pol 
Tot 
not expected to exceed $13.7 billion, 
or 21 per cent of assets, by the end of 
f this year - 
Y Table 1 shows the distribution of "e 
investments for the years 1947 ake 
OL through 1950. The 1950 figures are al 
James - : ear Y estimates based on 10-month actual as 
records for about 135 companies aaa 
' which at the end of 1949 accounted $4, 
Director of Investment for 97 per cent of the assets of all up 
Research, Life Insurance United States legal reserve companies. iis 
Association of America The net increases in investments the 
are set forth in Table 2 for the years pom 
1948 through 1950. The 1950 data nes 
are based on the year-end asset esti- fon 
mates shown in Table 1. i. 
As can be seen, the net increase pea 
HE record of life insurance com- amounted to $21.6 billion and ac- in investments in the private sectors 194 
pany investments in 1950 was re- counted for 45 per cent of all the of the economy once again exceeded nat 
ported to members of the Life Insur- _ assets of United States companies, are _ the net increase in assets. Mortgages lars 
ance Association of America at their ma: 
annual meeting, by Dr. James J. nev 
O’Leary, LIAA director of investment Table 1. Investments, By Classes, 1947-1950 leve 
research. His remarks follow: All United States Legal Reserve Life Insurance Companies to 1 
(000 omitted in all dollar amounts) the 
Estimated ther 
: December 31, 1947 December 31, 1948 December 31, 1949 December 31, 1950 
AT the end of 1950, according to of « 
limi ‘esti th d- Investment Class foranding Total Oustenain : ing Teent Oumtends Frat 
~~ preliminary estimates, e a Ty — Aon in 21.3 and 
mite set of ll Unied States legal "““*Bemaaswasns ieee Tt agae “iE "imme tHe IE | in 
reserve life insurance companies will “Other Foreign Government. 18,706 .0 2,198 86.0 0,007 25,000 =O den 
approximate $64.0 billion, ~~ oo Faroe ment-------- Meteo “es ‘somes sce Sonsase 8) ‘Sareon 8.0 larg 
pared with $59.6 billion at the end of eeeiensithciiinscs Games ‘Ge anne ws Gamue te: Games wee com 
1949. Holdings of many classes of 7 eS 36,756,428 71.0 37,978,866 68.4 39,231,705 65.9 39,400,000 61.6 holc 
investments will reach new peaks. Stocks-Railroad.................. 93,652 2 99,651 .2 104203 .2 12500 .2 ing 
Year-end estimates indicate $16.0 bil- One ec ge 18 Rae? oatteso 118 ngenoon 18 add 
lion of mortgage loans, $10.6 billion ein stains 1300483 2.7 1,428,458 2.6 —*1,730,402 2.9 «2,080,000 3.2 eco 
of utility bonds, and $9.4 billion, of Mortgages-Farm................. 894,600 1.7 989,904 1.8 1,136,532 1.9 1,325,000 2.1 
industrial and miscellaneous  borids. ____ a ERE RRHaeR 7,779,977 15.1 9,843,406 17.7 11,757,717 19.7 14,725,000 3.0 
Stockholdings will approximate $2.0 Ni péintcnrensinsa. 8,674,577 16.8 10,833,310 19.5 12,894,249 21.6 16,050,000 25.1 P 
billion. Rail bonds probably will be Pollen Lesna and Premium Weise: (Uesrees 3:7 feeanel 3:7 fasreee 3:8 2400 000 x7 —_ 
about $3.2 billion, a slight increase Steer Admited Assets Lammas ugeagoe 23 sumone 22 taro 8 
over 1949. Total Admitted Assets............ 51,742,987 100.0 65,511,882 100.0 59,554,578 100.0 64,000,000 100.0 ih 
a Includes all political subdivisions. fi rst 
Government Bond Holdings cain of Ameria from the following statement aa compiled by the Institute of Life Insurance and the Life Insurance Ass0- 2 
047-1948 data are complied from The Spectator Insurance Yesr Books—Life Editions—and from company re- with 
United States government bond pets, with Pe yr mon 
holdings, which at the end of 1946 sna 8 tte prelmrary cata bed acl lo Octet 31 aout 136 compa —- peac 
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Table 2. Net Increase In Investments, 1948-1950 
All United States Legal Reserve Life Insurance Companies 
(000 omitted in all dollar amounts) 


Railroad Bonds. . a See 
Public Utility Bonds. 
industrial and Miscellaneous Bonds. 


Policy Loans and Premium Notes. . 
Total Private....... 


Total Government Bonds... . 
Cash and Other Assets... 


Increase in Admitted Assets 


increased by $3.2 billion, corporate 
bonds by $1.7 billion, stocks by $320 
million, real estate by $180 million 
and policy loans by $162 million, or 
a grand total of over $5.5 billion as 
compared with additional assets of 
$4.4 billion. The difference was made 
up from the net proceeds of govern- 
ment bond sales and maturities. While 
the investment demands of the private 
economy continued to absorb all 
available life insurance company 
funds, the pattern still was different 
in notable respects from what ap- 
peared to be the prevailing trends in 
1949. Additions were made to the 
nation’s plants and facilities on a 
large scale in 1950, but the equity 
markets were able to furnish more 
new capital than in 1949. The higher 
level of corporate earnings also helped 
to meet the capital requirements of 
the business community. In any event, 
there was a decline in the issuance 
of corporate bonds for new money, 
and an increase in the volume of re- 
funding. In the mortgage field, the 
demand for new money was much 
larger than in 1949. The insurance 
companies thus added less to their 
holdings of corporate bonds than dur- 
ing 1949 and 57 per cent of the net 
additional investments in the private 
economy consisted of mortgage loans. 


Acquisitions of Investments 


Gross acquisitions of new invest- 
ments by all United States legal re- 
serve life insurance companies aggre- 
gated close to $8.3 billion during the 
first 9 months of 1950. This compares 
with $6.6 billion during the first 9 
months of 1949 and indicates that the 
peace-time record of $11.4 billion for 


1950 
1948 1949 (Estimated) 
$ 158,858 $ 12,721 $ 159,841 
1.799.976 1,018,840 840,174 
2'181.807 1525.61 698.763 
37.9 301.944 319.598 
2,158,733 2,060,939 3, 155,751 
194,413 190,485 179903 
119,896 180,988 162,108 
6,651,658 5,291,608 5,516,138 
~2,918,203 1,304,413 —1,530,483 
35,440 55,501 459.767 
3, 768,895 4,042,696 4,445,422 


the full year 1948 may be exceeded 
this year. 

Although holdings of United States 
government bonds were reduced on 
balance by $1. billion during the first 
9 months of the year, the life insur- 
ance companies nevertheless acquired 
almost $1.1 billion of these obliga- 
tions, a large proportion of which 
were short-term securities. Such 
short-term investment serves, among 
other things, to furnish a schedule of 
funds against forward commitments. 

Gross acquisitions of utility bonds 
during the first 9 months of 1950 in- 
creased slightly over the amount ac- 
quired during the corresponding 
period of 1949. Industrial and mis- 
cellaneous bonds fell off considerably. 
however. The acquisition of mort- 
gages increased by 32 per cent over 
the corresponding period last year 
while repayments increased by only 
24 per cent. thus producing a sub- 
stantial increase in the amount of 
mortgages held. 

New policy loans, which rose 
noticeably in August totaled about 
$391 million during the first 9 months 
of this year, up about 8 per cent over 


the first 9 months of 1949. Although 
some concern was expressed that 
policy loans might increase sub- 
stantially as a result of the war, these 
fears thus far have proved to be 
groundless. The even tenor of such 
loans and repayments very likely is 
more inflation-proof than depression- 
proof. 


Geographic Distribution 

As in past years the Statistical De- 
partment of the Association has com- 
puted the geographic distribution of 
investment holdings and reserves for 
49 companies accounting for about 
90 per cent of the admitted assets of 
all United States legal reserve com- 
panies. These data, shown for the 
years 1948 and 1949, appear in Table 
4 (Page 22). 

It can readily be seen that all sec- 
tions of the country, to a greater or 
lesser degree, furnish investment op- 
portunities to the life insurance com- 
panies. Even in the sparsely settled 
Mountain states the 49 life insurance 
companies invested $150 million in 
1949, and by latest reports have hold- 
ings of over $1.5 billion in this divi- 
sion. 

No section of the country has a 
monopoly on the investment funds of 
life insurance companies. This can 
be seen clearly by computing the per 
capita investment of the life insur- 
ance companies in the different geo- 
graphic divisions of the country and 
noting the changes during the last two 
decades. In 1929 the largest per 
capita investment was in the West 
North Central division and totaled 
$181. In 1949 the per capita invest- 
ment had increased to $292 but the 


Table 3. Acquisitions Of Investments—1949 and 1950 
All United States Legal Reserve Life Insurance Companies 
(000 omitted in all dollar amounts) 














First 9 Months 
Year 1949 1949 1950 Net Change 
Railroad Bonds. sone . $ 133,000 $ 92,000 $ 269,000 $ 177,000 
Public Utility Bonds 1,365,000 1,022,000 1,228,000 206 , 000 
Industrial and Miscellaneous Bonds. . 2,180,000 1,619,000 1,194,000 —425,000 
Stocks. : oe ,000 173,000 328 ,000 155,000 
Mort Loans. . 3 ,000 2,505,000 3,318,000 813,000 
Real ,000 175,000 179,000 4,000 
Policy ton ‘and Premium Notes. 473,000 361,000 391,000 30,000 
pn rere 8,096,000 5,947,000 6,907,000 960,000 
Total Government Bonds. . 1,045,000 680, 000 1,385,000 705 ,000 
ee ; es 9,141,000 6,627,000 8,292,000 1,665,000 
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Table 4. Investments and Reserves, By United States Divisions— 
1948 and 1949 


(For 49 Companies Representing 88.8% of the Admitted Assets of All 
U. S. Legal Reserve Life Insurance Companies at the End of 1949) 


(000 omitted in all dollar amounts) 


























Investments* Reserves 
Division 1948 1949 Increase 1948 1949 Increase 

New England. $2,536,706 $2,601,782 $ 65,076 .713,733 $3,913,266 $ 199,533 
Middle Atiantic........... 10,835,663 11,173,378 337,715 14,281,916 15,095,155 813,239 
East North Central 9,298,462 9,588,389 289,927 9,757,678 10,440,374 682,696 
West North Central 3,890,102 4,099,275 209,173 3,688,182 3,923,440 235,258 
South Atlantic. .... 5,389,929 5,834,222 444,293 3,588,366 3,863,520 275,154 
East South Central 2,527,457 2,676,612 149, 155 1,333,913 1,420,323 86,410 
West South Central 4,311,740 4,759,906 448, 166 1,679,544 1,841,177 161,633 
Mountain... .. 1,363,058 1,511,134 148,076 886 ,082 955, 963 69,881 
ee 4,258,755 4,860,535 601,780 3,558,470 3,800,942 242,472 
Territories and Possessions. . 88,104 100,392 12,288 93,738 103,497 9,759 
United States... .. 44,499,976 47,205,625 2,705,649 42,581,622 45,357,657 2,776,035 
Canada and Other Foreign 2,341,529 2,521,704 180, 175 863 ,663 928,494 64,831 
Not Allocated 2,714,208 3,148,343 434,135 122,981 117,872 —5,109 

Total. .... 49,555,713 52,875,672 3,319,959 43,568,266 46,404,023 2,835,757 


* Distribution of investments is in accordance with the 
with United States government bonds allocated on a populat 


division’s ranking had fallen from 
first to seventh. In the West South 
Central division the 1929 per capita 
investment was only $75 but by 1949 
it had risen to $330, the second high- 
Substantial 
changes in other divisions over the 
same period of time—from $74 to 
$280 in New England; from $92 to 
$292 in the South Atlantic; from $84 
to $239 in the East South Central— 
bear evidence of the changing in- 
vestment requirements of different 
sections of the country and the ready 
response of the life insurance com- 


est of all the divisions. 


panies to these changes. 


With respect to the ratio of invest- 
ments to reserves, there has been only 
one notable shift in the ranking of 
the geographic divisions during the 
last two decades. In 1929 the ratio 


Table 5. Per Capita Investment 
And Ratio Of Investment To 
Reserves—1929 And 1949 
By United States Divisions 


(For 49 Companies Representing 

88.8% of the Admitted Assets of All 

U. S. Legal Reserve Life Insurance 
Companies at the End of 1949) 


Ratio of 

Per Capita Investment * 

i} * to Reserves 

1929 1 1929 ©1949 

New —_ $74 $280 47% =©B% 
Maddie Ketentic: : 147 374 79 74 
North Central. . 124 «318 104 92 
West North Central. . 181 292 #8196 104 
ae 92 292 135 151 
East South Central. . 84 6239 164 188 
West South Central... 75 330 198 259 
Mountain....... ies i a. ae 158 


Pacific... . Mire 131 324 4131 «6128 
Continental United States. 120 317 109 104 


~ © Distribution of investments is in accordance with the 


geographic location of the properties securing the invest- 
States government bonds allocated on 
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geographic location of the properties securing the investments, 
ion basis. 


in the West North Central Division 
declined from 207 per cent to 196 
per cent, and the division fell from 
first to second place in the rankings. 
The increase in reserves continued to 
outstrip the increase in investments, 
and by the end of 1949 the division 
ranked sixth with an investment-re- 
serve ratio of 104. Table 5 below 
shows the per capita investment and 
the ratio of investments to reserves 
for each of the geographic divisions 
for the years 1929 and 1949. 


Rates and Earnings 


Net investment earnings, mean led- 
ger assets (adjusted), and the ratio 
of net investment earnings to mean 
ledger assets are shown in Table 6 
for the years 1930 through 1949. 
These data, like those in Tables 4 and 


5, are for 49 companies. 


Further but only limited improve- 
ment in the ratio of investment earn- 
ings to mean ledger assets occurred in 
1949. This improvement is traceable 
in large measure to the declining 
proportion of low-yielding United 
States government bonds held by the 
companies and to the rapid expansion 
of mortgage portfolios. Long-term 
interest rates continued to be held, 
by government policy, at low levels. 
The rate of investment earnings of the 
life insurance companies is still 40 
per cent below the 1930 level. 

There are some indications that we 
have reached a crossroads with re- 
interest rate 


spect to government 


policy. During World War II inter- 
est rates were pegged in a pattern 
ranging from % of 1 per cent on 
Treasury bills to 24 per cent on long: 
term marketable bonds. As inflation 
proceeded in the post-war period 
there was much support outside the 
United States Treasury, and particu- 
larly in the Federal Reserve Board, 
for allowing short-term interest rates 
to rise as a means of combating in- 
flation. 

Last August the Federal Reserve 
Board, pointing to heavy inflationary 
pressures which developed after the 
outbreak of the Korean War, ap- 
proved an increase in the discount 
rate at the New York Federal Reserve 
Bank. Subsequently, through open 
market operations, the System has 
brought about a significant rise in 
short-term money rates. If strong in- 
flationary pressures persist, as now 
seems likely, will not the Federal 
Reserve Board be compelled, by the 
logic of its position, to raise short- 
term interest rates still higher? And 
if so, can this be done without also 
raising long-term rates? These are 
questions likely to be discussed with 
increasing interest in coming months. 

There are parallel reasons in the 
field of public debt management why 
the existing rates on long-term gov- 
ernment securities, both marketable 
and non-marketable, need not be re- 


Table 6. Net Investment Earn- 
ings, Mean Ledger Assets 
(Adjusted), And Ratio of 
Earnings to Assets, 1930- 
1949 


(For 49 Com panies Representing 

88.8% of the Admitted Assets of All 

U. S. Legal Reserve Life Insurance 
Companies at the End of 1949) 


(000 omitted in all dollar amounts) 


Rate of Invest- 
ment Earnings to 

Mean Ledger Mean Ledger 

Investment Assets Less 4 Assets Less '2 


Earnings Investment Investment 
Year (Less expenses) Earnings Earnings 
1930 $ 781,257 $15,526,960 5.03% 
1931 821, 108 16,696,597 4.92 
1932 814,006 17,512,596 4.65 
1933 767 ,023 18,026,140 4.26 
1934 731,544 18,756,404 3.90 
1935 732,644 19, 888,360 3.68 
1936 787,851 21,255,121 3.71 
1937 833,406 22,646,349 3.68 
1938 856, 105 23,962,176 3.57 
1939 891,950 25,224, 169 3.54 
1940 912,443 26,543,477 3.44 
1941 947,671 27,925,069 3.39 
1942 1,004,774 29,573,631 3.40 
1943 1,047,915 31,810,167 3.29 
1944 1,096,211 34,456,498 3.18 
1945 1,152,896 37,344,077 3.09 
1946 1,174,122 40,348 ,821 2.91 
1947 1,242,628 43,288,300 2.87 
1948 1,362,989 46,196,659 2.95 
1949 1,492,342 49,458,738 3.02 
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garded as inviolate. It is widely 
agreed that a major cause of the in- 
flation we are experiencing is that 
our money supply has expanded at a 
faster rate than the supply of goods 
and services. A large part of this ex- 
pansion in the money supply occurred 
initially through the purchase of gov- 
ernment securities by the commercial 
banking system during the war. 
Every effort should now be made to 
get as much as possible of this debt 
out of the banking system and into 
the hands of non-bank investors, thus 
reducing the money supply. In order 
to accomplish this purpose, however, 
the Treasury probably would have to 
make its securities more attractive to 
non-bank investors, and one of the 
effective ways to do this would be to 
allow a rise in long-term interest 
rates. 


The Investment Outlook 


In closing it seems appropriate to 
consider briefly the outlook for the 
investment of life insurance funds in 
1951. With respect to, residential 
mortgages, it is widely believed that 
Regulation X and corresponding regu- 
lations of the Federal Housing Ad- 
ministration and the Veterans Ad- 
ministration will sharply curtail hous- 
ing starting in 1951. The announced 
goal is a reduction from about l,- 
200,000 starts in 1950 to 850,000 
starts in 1951. Such a reduction 
would be reflected with increasing 
severity in the mortgage loan opera- 
tions of the companies in the course 
of the year. The Federal Reserve 
Board and the Housing and Home 
Finance Agency are now preparing a 
set of regulations designed to restrict 
mortgage credit on multi-family 
dwelling units, and this may serve to 
reduce life insurance investment out- 
lets in this field. 

In the corporate field there is likely 
to be a large demand for long-term 
money because of the growing re- 
quirements of the defense economy 
for additional plant, facilities, and 


working capital. As noted in an 


earlier part of this report the high 
level of earnings and the strong 
equity markets which prevailed 
through most of 1950 enabled the 


corporate community to reduce its 
long-term borrowing despite a size- 
able increase in capital expenditures. 
This situation may be extended into 
1951 but even so the capital require- 
ments of the country will continue at 
very high levels under any circum- 
stance that seems at all likely now. 
Therefore, an increase in the corpo- 
rate demand for long-term money is 
probable. 

It is difficult to say at this time 
how much new money financing the 


Treasury will have te undertake in 
1951. As this is written the inter- 
national situation looks grim indeed. 
If the war in Korea spreads it would 
be necessary to step up the armament 
capacity of the country, and govern- 
ment financing would undoubtedly be 
a major factor in the capital markets. 
Under such conditions the life insur- 
ance companies would be called upon 
to invest a substantial proportion of 
their funds in government obligations 
in 1951. 
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How You Yourself Can Get More and Better 


Testimonials; How You Can Prepare Them for 
Greatest Impact; How You Can Use Them in 
New and Unusual Ways 


By S a ae Ht Meathus 


I. How to Secure Testimonials 


READERSHIP 


1. Do you appreciate that endorse- 
ments and testimonials get exception- 
ally high readership? Note this re- 
port on a survey of 2500 advertise- 
ments of all types: 


Index of 
Approach Readership 
“We” 100.0 
“They” 100.3 
Dialogue 107.1 
“You” 108.6 
Irrelevant 114.1 
Testimonial 153.4 


CASE HISTORIES IN ACTION 

2. Do you constantly remember 
that every testimonial is, in effect, a 
“case history” of properly-program- 
med life insurance in action? 


| LAZY? 

3. Are you cognizant of the fact 
that, in a testimonial, the customer in 
effect writes your ads for you? 
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TRACK TO RUN ON 


4. Do you prepare a rough draft of 
what you would like to have said— 
or do you make the other fellow do 
all the work? 


SEQUENCE 


5. Do you go after the biggest or 
most impressive names first? 


ROUND-ABOUT APPROACH 

6. Do you sometimes work through 
an influential third party, or the sec- 
retary or public relations counsel, in 
securing a big-name testimonial? 


QUESTIONNAIRES 


7. Do you occasionally send out re- 
quests or questionnaires to determine 
satisfaction, then secure permission to 


publish? 
CONTESTS 
8. Do you ever run a contest that 
will automatically bring in testimoni- 
als as to the value of life insurance? 
Or the advantages of selling for your 
company ? 


J9-POINT CHECKLIST 
ON TESTIMONTAL 3) 


WIDE APPEAL 


9. Do you ever publish a testi- 


monial as “An Open Letter to—”? 


BROAD VIEW 


10. Are you willing and broad- 
minded enough, to publish an en- 
dorsement that gives life insurance, 
or your own company, second or 
third place? 


TOO LITTLE AND TOO LATE 


1l. Ever go after “testimonials” 
from uninsurables? 


NOT ALL LOVE AND KISSES 


12. Do you occasionally publish an 
endorsement that contains at least a 
minor element of complaint? Such a 
procedure makes the whole process 
ring true. 


IN THE GROOVE 


13. Have you ever asked famous 
writers, actors, etc., to write testi- 
monials for you, but in their own 
well-known style? 


SIMILARITY 


14. Do you make sure that your 
typical prospect is like the satisfied 
policyholder, or would like to be like 
him? 


“OTHERS LIKE IT TOO” 


15. Do you show how allied ac- 
tivities boost life insurance, as gov- 
ernment (savings bonds for retire- 
ment); banks (advocating life insur- 
ance coverage for borrowers) ; trust 
companies (for trust settlements) ; 
etc.? 


INDIRECT ASSOCIATION 


16. Have you considered indirect 
association, as “Enduring,” with pic- 
ture or drawing of the Pyramids; 
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“Safety,” with railroad block signals; 
etc., etc.? 


HISTORICAL 


17. Ever made use of old-time testi- 
monials? Run supplementary copy 
to show they are as true of company 
operations today as they were umpty- 
umpt years ago. 


NEWS INTEREST 


18. Should you try especially to 
feature testimonials that have a 
timely interest or news aspect? 


PSEUDO-NEGATIVE 


19. Can you secure testimonials as 
to what life insurance eliminates as 
well as what it does do—such as 
eliminating worry, uncertainty, over- 
coming “saving inertia,” etc.? 


INTERCHANGE OF IDEA-AMMU- 
NITION 


20. Ever have the agents secure 
testimonials to forward to the Home 
Office for distribution of exception- 
ally good ones to other agencies? 


Il. How to Prepare and 
Present Testimonials 


DIFFERENT SIZE 


21. Do you reproduce testimonial 
letters (a) in giant size (b) in midget 
size? 


PRESENTATION 


22. Do you furnish looseleaf bind- 
ers especially for testimonial letters? 


SHOWMANSHIP 
23. Have you considered “dolling 
up” testimonials with transparent 
Cellophane envelopes? 


FAMILY IDEA 
24. Do you make fullest use of 
“tabloid” layouts when presenting a 
group of testimonials? 


ACCEPTABILITY 


25. Do you make the endorsement 
ring true and get added acceptability 
by including addresses as well as 
names? 


LET “NAPOLEON” WORK FOR 
YOU 


26. Can you put words in the 


mouths of ancients—as Julius Caesar, 
Demosthenes, Plato, Nero, Napoleon, 
et al—what they might have said, 
and how they would have expressed 
their thoughts on the subject of life 
insurance? (Pay close attention to 
style, here.) 


LIGHT TOUCH 
27. Have you considered judicious 
burlesquing of the entire testimonial 
technique—but be sure you handle 
it carefully and prove a serious point 
while you are about it. 


VISUALIZATION 

28. Do you ask policyholders to 
supply photos (homes, babies, old 
people) ? 

UP TO DATE 

29. When using portraits, do you 
make sure they are recent, and not of 
ancient vintage? 


READABILITY 


30. Have you thought of utilizing 
the “Inquiring Photographer” tech- 
nique? 


IN THE HANDS OF THE AGENTS 


31. Can you offer agents reprints 
of house-organ pages containing testi- 
monials? 


PHOTOSTATS 


32. Do you furnish agents with 
photostats of exceptional letters of 
endorsement, for use in their binder 
or pocket kit? 


ART-AID 


33. Do you sometimes inject a light 
touch, perhaps through accompany- 
ing art work, that nevertheless puts 
over an important point? 


MAN-IN-THE-STREET 


34. Do you utilize testimonials 
from run-of-the-mine policyholders— 
people “even as you and I”? Not all 
testimonials have to come from lumi- 
naries. 


JOHN DOE DATA 


35. Should you ever run “anony- 
mous” testimonials — real ones, but 


(Concluded on page 30) 
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"Mrs. Murphy must be out. Always prompt with her premiums though." 
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Health Record 
7 HE year 1950 witnessed marked 


improvement im the country’s 
health, with the death rate declining 
to the lowest level in our history, ac- 
cording to Dr. Louis I. Dublin, chief 
statistician of Metropolitan Life. 

New low levels in mortality were 
established for a number of diseases, 
and for some the reduction was sub- 
stantial. General health conditions 
during the coming year should be 
even better, barring severe epidemic 
or other unforseen contingencies, Dr. 
Dublin predicts. 

He views the year’s health record 
and the promising forecast as vital 
assets for national defense in the 
present crisis. 

“The death rate in 1950 was about 
9.6 per 1,000, or 1 per cent below the 
previous record of 1949,” Dr. Dublin 
reported. “This outstanding record 
was made in the face of a continued 
increase in the proportion of older 
persons in the population and despite 
a wave of respiratory disease which 
spread over a large part of the coun- 
try early in the year.” 

Nevertheless, he noted, the mortal- 
ity from respiratory diseases was 
kept in check. The influenza rate, 
although above the 1949 level, com- 
pared favorably with that of earlier 
years. Indications are that the death 
rate from pneumonia will differ little 
from the record low in 1949, and 
may even better it. In any case, the 
net effect of the outbreak of respira- 
tory disease was not of major pro- 
portions, and any losses that may have 
been due to it were more than offset 
by the gains in other directions. 


Childhood Diseases 
“The record for childhood diseases 


was unusually favorable,” Dr. Dublin 
noted. “The incidence and mortal- 
ity rates from these diseases were at 
or near their all-time low levels, ex- 
cept for whooping cough, in which 
there was a rise in 1950. Even for 
whooping cough, however, the case 
fatality was minimal because of the 
improved treatment of the disease. 
The number of cases of poliomyelitis 
was second highest in the country’s 
history, although below the record 
year of 1949. That the case fatality 
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was low, and the death rate from the 
disease under the average for the last 
decade, was due in part to the splen- 
didly organized facilities for care of 
children stricken.” 


Substantial reductions in both in- 
fant and maternal mortality were fea- 
tures of the 1950 health record, ac- 
cording to Dr. Dublin. For the first 
time the infant death rate fell below 
30 per 1,000 live births, and the size 
of the reduction was well above the 
average for recent years. 


Notable Achievement 


“This achievement is notable be- 
cause the birth rate in 1950 remained 
close to the peak levels of the post 
war period,” he asserted. “The de- 
cline in maternal mortality was even 
more remarkable. This year’s rate is 
likely to show a reduction of about 10 
per cent from 1949, In 1950 there was 
only one maternal death for every 
1,400 live births. In the last 5 years 
alone the maternal mortality rate has 
been cut 60 per cent.” 

The progress against tuberculosis 
in 1950 was also considered “emi- 
nently satisfactory” by Dr. Dublin. 
The death rate from the disease estab- 
lished a new low, with a reduction of 
more than 10 per cent from the 1949 
figure. For five years now, he pointed 
out, the pace of the decline in tuber- 
culosis mortality has exceeded the 
long-term trend. Within this short 





LIAA OFFICERS 


(1950-1951) 


President: M. Albert Linton, presi- 
dent, Provident Mutual. 

Board of Directors: Paul F. Clark, 
president, John Hancock; John G. 
Parker, president, Imperial Life; 


George L. Harrison, chairman, New 
York Life; Louis W. Dawson, presi- 
dent, Mutual Life of New York; Car- 
rol M. Shanks, president, The Pru- 
dential. 





ise fied 


period the rate has been cut 40 per 
cent. 

“As expected, the death rate from 
the chronic diseases of middle and 
later life showed no marked change 
as compared with previous years,” he 
observed. “There was a slight rise in 
the mortality from chronic diseases 
of the heart, kidneys, and blood ves- 
sels, as well as somewhat larger in- 
creases for cancer and diabetes. How- 
ever, with the reduction in the death 
rate from acute conditions in older 
people as well as with the continued 
rise in the proportion of older persons, 
the small increase in mortality from 
chronic conditions gives no cause for 
alarm.” 


Accident and Health 


The accident picture in 1950 has 
both favorable and unfavorable fea- 
tures, according to Dr. Dublin. In the 
aggregate, there was a slight decline 
in the accident death rate. For motor 
vehicle accidents alone, however, the 
death rate for the year was up. This 
reflects the very sizeable increase in 
motor car registration and mileage 
which reached new peak levels, he 
pointed out. Nonetheless, the indi- 
cated increase in the death toll from 
motor vehicle accidents is disappoint- 
ing. . 

Occupational fatalities rose slightly 
from the preceding year, while the 
level of employment was greater than 
ever before. Deaths from home acci- 
dents continued to decline last year 
and the death rate was the lowest ever 
recorded. 


“The health record for 1950 rep- 
resents the cumulative effect of ad- 
vances in many fields of medicine and 
public health, as well as the favorable 
economic conditions which prevailed 
during the year. The prospect for 
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further improvement in the nation’s 
health is excellent. The substantial 
advances in the control of infectious 
diseases should bring further reduc- 
tions in the mortality from these 
causes. In addition, we may be on 
the threshold of new discoveries 





INSTITUTE SPEAKER: At the 
annual meeting of the Institute, 
of Life Insurance, Winfield W. 
Riefler, assistant to the chairman 
of the Board of Governors, Federal 
Reserve System, disclosed a way 
in which life insurance companies 
might cooperate with other finan- 
cial institutions in checking any 
unessential credit expansion with- 
out running afoul of anti-trust 
regulations. 

“There is,” he explained, “a new 
facility available that may be 
useful in problems such as these. 
I refer to that clause in the De- 
fense Production Act which ex- 
empts from the anti-trust laws 
voluntary agreements between 
financial institutions and the gov- 
ernment, which further the objec- 
tives of the Act. 

“The administration of this ser- 
vice has been assigned to the Fed- 
eral Reserve Board. It has not yet 
been used. We have no experience 
with it. It has the warm support 
of the Attorney General.” 


which will aid in the control of 
chronic diseases. Large funds from 
both public and private sources are 
being made available in increasing 
amounts for research in this field and 
for care of patients with these condi- 
tions. 


New Treatments 


ACTH and cortisone appear to 
bring a measure of relief in arthritis 
and other conditions common in mid- 
dle and later life. New methods of 
treatment of coronary artery disease 
may eventually bring a reduction in 
the mortality from this cause, the 
leading factor today in heart disease. 
Important new knowledge regarding 
the functions of the body in health 
and disease is being derived from re- 
search work with radioactive isotopes, 


INSTITUTE OFFICERS 
(1950-1951) 

Chairman of the Board: Frederick 
W. Hubbell, president, Equitable of 
Iowa (re-elected). 

Board of Directors: Paul F. Clark, 
president, John Hancock; Carrol M. 
Shanks, president, The Prudential; 
Frederick W. Hubbell, president, 
Equitable of Iowa (re-elected). H. R. 
Stephenson, vice-president and man- 
aging director, Crown Life of Can- 
ada; L. D. Cavanaugh, president, 
Federal Life of Chicago (newly 
elected ) . 

Executive Committee: Mr. Hubbell 
(chairman) ; Edmund M. Fitzgerald, 
president, Northwestern Mutual; 
Peter M. Fraser, president, Connecti- 
cut Mutual; George L. Harrison, 
chairman, New York Life; Robert E. 
Henley, president, Life of Virginia; 
Paul F. Clark, president, John Han- 
cock; Carrol M. Shanks, president, 
The Prudential; George Avery White, 
president, State Mutual Life. 








and this will find application in the 
prevention and treatment of disease,” 


Dr. Dublin concluded. 


Population Trend 
FURTHER shift from rural to 


city life has occurred among 
Americans during the past 10 years, 
Metropolitan Life’s statisticians re- 
port. This trend is evidenced, accord- 
ing to the statisticians, by preliminary 
1950 Census returns which show that 
the rate of population growth has been 
least in counties with the smallest 
population. 

Although the country’s total popula- 
tion has increased by 14.5 per cent 
since 1940, the counties with a popu- 
lation under 25,000 in 1940 increased 
only 0.2 per cent. By contrast, the 
counties with 25,000-49,999 popula- 
tion gained 8.3 per cent. The most 
rapid increase—19.5 per cent—was in 
counties with 100,000 or more people 
in 1940. 

“This tendency of the people to con- 
centrate more and more in areas 
which already are well populated con- 
tinues a trend which has existed for 
many decades,” the statisticians ob- 
serve, “with the result that a steadily 
increasing proportion of the popula- 
tion is living in the larger towns and 
cities.” 

The counties with less than 25,000 
residents in the south-central and the 
west-north-central agricultural regions 
actually lost population between 1940 
and 1950. In California, however, 
which had an extraordinary popula- 
tion growth during the decade, even 
the smallest counties increased 27 per 
cent. 

The over-all growth of population 
in the past decade is found to follow a 
definite geographic pattern. 

“The relative gains were smallest in 
the Northeast, and accelerated as one 
goes southward and westward,” the 
statisticians note. 


Life Insurance Purchases 


| Pyts insurance purchases in the 
United States in November 
showed an increase of 40 per cent 
over the volume in the corresponding 
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Easy Hard Work? 


Sure! Surprise yourself how easy it is 


to work hard with Bankers National. It’s 
the sincere, friendly interest in your 
production and personal problems that 
does it—an interest shared by everyone 
at the Home Office—and that goes for 


the President, too! 


—— NATIONAL LIFE 
Insurance Company, Montclair, N. J. 


RALPH R. LOUNSBURY, President 
W. J. SIEGER, V. P. & Supt. of Agencies 
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month of last year, it was reported 
by the Life Insurance Agency Man- 
agement Association. The total in 
November was $2,669,000,000 com- 
pared with $1,901,000,000 in Novem- 
ber of last year. 

Purchases of ordinary life insur- 
ance in November were $1,372,000.- 
000, up 14 per cent over November a 
year ago. 

Industrial life insurance bought in 
November amounted to $432,000,000, 
an increase of 9 per cent over the 
corresponding month last year. 

New Group life insurance amounted 
to $865,000,000 in November, an in- 
crease of 190 per cent over November 
a year ago. These represent new 
groups set up and do not include addi- 
tions under group insurance con- 
tracts already in force. 


After Eleven Months 


In the first eleven months of the 
year total life insurance purchases 
were $25,663,000,000, an increase of 
27 per cent over the first eleven 
months of 1949. Ordinary life insur- 
ance bought accounted for $15,490,- 
000,000, an increase of 17 per cent 
over last year. Industrial life insur- 
ance purchases represented $4,763,- 
000,000 of this year’s eleven-month 
total, an increase of 10 per cent from 
last year, while new group life in- 
surance amounted to $5,410,000,000, 
a rise of 99 per cent from the first 
eleven months of last year. 





The Life Managers Association of 
Greater New York recently named 
Harry Gardiner, veteran general agent 
of the JOHN HANCOCK, “Man of 
the Year in Life Insurance in Greater 
New York” . . . Associated with the 
JOHN HANCOCK for fifty-six years, 
Mr. Gardiner was appointed the com- 
pany’s New York general agent in 
1921. 


Total insurance in force for the 


UNITED STATES LIFE has passed 
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Monthly purchases of life insurance for November and the first 
eleven months in each of the last two years were reported by the Associa- 


tion as follows: 


November Purchases 
(000,000 Omitted) 





Percent Increase 





1949 1950 over 1949 
$1,208 14 

298 190 

395 9 
$1,901 40 


First 11 Months’ Purchases 
(000,000 Omitted) 





1950 

Ordinary $1,372 
Group 865 
Industrial 432 
Total $2,669 
1950 

Ordinary $15,490 
Group 5,410 
Industrial 4,763 
Total $25,663 


Percent Increase 





1949 1950 over 1949 
$13,216 17 

2,720 99 

4,338 10 
$20,274 27 


the $400,000,000 mark as of Novem- 
ber 30, a gain of $125,000,000 for 
the first eleven months of 1950. 


E. A. Roberts, president, FIDEL- 
ITY MUTUAL, was elected president 
of the newly formed United Defense 
Fund, Inc., a federation of national 
agencies and local community inter- 
ests for the joint financing of national 
defense services in health and wel- 
fare. 


J. Stewart Hale was elected vice- 
president and actuary of the PIED- 
MONT LIFE, Atlanta, Ga. 


BANKERS NATIONAL LIFE has 
declared a cash dividend of fifty cents 
a share on its capital stock, payable 
last December 22 to stockholders of 
record as of the close of business on 
December 4. A stock dividend of 
142/7% was payable on Deceniber 
27 to stockholders of record at the 
close of business on December 4. 


Policy dividends by the HOME 


LIFE OF NEW YORK will be con- 
tinued on the same scale which pre- 


vailed in 1950 except for minor re- 
visions. Revisions contemplated will 
result in increased dividends on cer- 
tain substandard classes of insurance. 

Payments on this scale for the first 
quarter of 1951 have been authorized. 
As soon as year-end figures are com- 
piled, dividends for the balance of 


1951 will be authorized by the board 
of directors. 

According to President William J. 
Cameron, the dividend apportionment 
for 1951 will be about 11% more 
than that of 1950, primarily because 
of the larger volume of insurance in- 
volved and in small part because of 
the revisions which have been made. 


BUSINESS MEN’S ASSURANCE 
stockholders voted to approve a rec- 
omendation of the board of directors 
to increase the capital stock of the 
company from $2,000,000 to $4,000,- 
000 and to increase the shares of stock 
from 20,000 to 40,000. This was ac- 
complished by transferring $2,000,- 
000 from surplus. 

The last increase in capital stock 
was in 1945 at which time the com- 
pany’s assets were just under 43 mil- 
lion, and in comparison are expected 
to approximate 90 million at the end 
of this year. Life insurance in force 
when the last increase was made in 
capital was a little less than 200 mil- 
lion dollars and by the end of this 
year will exceed 470 million dollars. 
Accident and health premium income 
was less than 5 million when the last 
increase in capital was made and in 
1950 is expected to be over 12 mil- 
lion. 


A regular dividend of $1.00 per 
share was declared on the capital 
stock of the COLONIAL LIFE, pay- 


able December 11, 1950 to stockhold- 
ers of record on December 4, 1950. 


Stockholders at JEFFERSON 
STANDARD voted a 50% stock di- 
vidend. This move increases the com- 
pany’s capital stock from $10,000,000 
to $15,000,000 and is to be effected 
by a transfer of $5,000,000 from the 
company’s surplus account to its capi- 
tal stock account. 

Action by the stockholders in- 
creases the number of shares from l,- 
000,000 to 1,500,000 —at a par value 
of $10.00 a share. 


E. M. McConney, president of 
BANKERS LIFE OF IOWA, was 
elected president of the Des Moines, 
Iowa, Chamber of Commerce for the 
year 1951. 


William M. Rothaermel was ap- 
pointed vice-president at large for the 
PACIFIC MUTUAL LIFE. . . . Mr. 
Rothaermel, heretofore vice-president 
in charge of agencies, becomes a 
member of the company’s Adminis- 
trative Committee and will devote his 
entire time to general corporate busi- 
ness. 


AVN A 


MILITARY BENEFITS 
NTT MTT TL) 





U. S. Life Plans 
For Servicemen 


The United States Life has in- 
formed its Home Office employees 
of its immediate plans for special 
allowances to employees who leave 
the permanent staff to enter the 
Armed Services. 


Cash Amount Paid 


Under this plan a cash amount 
is paid at the time of departure 
to those who have been with the 
Company on a full-time basis for 
less than five years. The amount 
is graduated from 2 weeks’ salary 
for employees with the Company 
for less than one year to 12 weeks’ 
salary for those on the permanent 
staff between 4 and 5 years. 

For employees with service pe- 
riods greater than 5 years, each 
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case is to be given individual con- 
sideration, but the Company has 
stated it contemplates a continu- 
ing series of payments related to 
the difference between the indi- 
vidual’s U. S. Life salary and his 
service pay and allowances. In 
reviewing such cases the Com- 
pany will have in mind the em- 
ployee’s length of service, amount 
of salary and situation as to de- 
pendents, and also the duration of 
the emergency. 


Occidental Life of California 


Group life insurance on Occidental 
Life’s male employees going into the 
armed forces will be maintained at 
the company’s expense while they are 
in service. Servicemen will be given 
leaves of absence and will be entitled 
to reinstatement within 90 days after 
they are discharged. 


Vacation Pay 


When they enter the service, they 
will be given payment for any earned 
vacation time plus a special payment 
of one half month’s salary. If the em- 
ployee wishes, he may continue life 
and hospital and surgical insurance 
on his dependents while he is in ser- 
vice. 


CHECKLIST 


(Concluded from page 25) 


with actual names eliminated, as “A 
leading drug store sales manager 
says, etc. ? 


ONE-A-WEEK 
36. Is it possible or advisable for 
you to print testimonials on the backs 
of a deck of 52 playing cards, as an 
advertising medium? 


PHOTOGRAPHS 


37. Do you include pictures along 
with the testimonial, wherever pos- 
sible? 


DRAMATIZATION 
38. Ever think of showing photos 
of the hands of a few of your most 
important policyholders? — signing 
an app., receiving a check, etc. ? 
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III. How to Use Testimonials 


SELLING POINTS 


39. When looking for new copy 
ideas or sales points, do you pick 
out a few simple but impressive ones 
from your files of testimonials? 


LOCALIZING 


40. In preparing mat service for 
general agencies, do you allow room 
fon inclusion of local testimonials? 


ADDED MESSAGE 


41. Do you ever include’a short 
testimonial on the reverse of the 
agents’ calling cards? 


NOVELTY 


42. Do you ever use one-sentence 
endorsements as borders for a dis- 
play ad? 


EXTRA PUSH 


43. Do you utilize testimonials in 
your booklets and other printed lit- 
erature, either on the inside covers 
or as part of the running text? 


IN THE FAMILY 


44. Do you get testimonials from 
leading agents, to sell other members 
of the field force on the value of using 
certain company sales aids? 


DISPLAY-AD TECHNIQUE 
45. Do you check to make sure that 
testimonials quoted really do lend 
conviction to the copy in your ads 
or letters? 


BLOTTERS 


46. Do you ever include testimoni- 
als on blotters? 


FOR ALL TO SEE 
47. Do you feature testimonials, 
properly mounted, in display cases 
at the Home Office and in the local 
agencies ? 


ENVELOPE FLAPS 


48. Do you ever print testimonials 
on the backs of envelopes. One mail- 
ing pulled 14.2% using this tech- 
nique. 


PERSONNEL AID 


49. In times of manpower (and 
womanpower) shortage, do you use 


testimonials from present works, to 
get new employees? 


PAY PROMPTLY 


50. Do you include testimonials 
with premium notices? 


COMPANY MAGAZINE 


51. Do you publish testimonials 
from time to time in the company 
magazine? 


PREMIUM RECEIPTS 


52. Do you occasionally include 
testimonials in premium receipts (if 
you still persist in the expensive habit 
of issuing premium receipts) ? 


INSERTS 


53. Are testimonials ever included 
as inserts in the policy jacket itself? 


TIE-IN 


54. Do you occasionally tie-in 
testimonials in national advertising 
or trade journals, or with direct-mail 
activities? 


RECRUITING AID 


55. Do you use testimonials for re- 
cruiting, showing how present suc- 
cessful agents “found themselves” 
with your company, and showing why 
they like selling life insurance better 
than their old job, or how the sales 
training program of the company and 
agency helped them on the road to 
greater earnings? 


LISTS MADE USABLE 


56. For the agent’s kit, should you 
prepare a complete list of local pol- 
icyholders, broken down and _ ar- 
ranged by sections of the city, busi- 
nesses, or professions? 


IN THIS COMMUNITY 
57. Can you prepare, for a giant 
picture frame, a complete typewritten 
list of the policyholders of the local 
agency, arranged alphabetically? 


TRADE-JOURNAL ADS 
58. Do you include testimonials as 
an integral part of your advertising 
program in insurance journals? 


MASS APPEAL 


59. Do you publish mass testimoni- 
als from time to time? Many names, 
fine print. 
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CHARLES G. TAYLOR, JR. 


Metropolitan’s new president 


LEROY A. LINCOLN 


Chairman of the Board 


METROPOLITAN LIFE APPOINTMENTS 


bby following appointments at 
Metropolitan Life became effec- 
tive on January 1: 

Frederick H. Ecker, board chair- 
man, became honorary chairman of 
the board. 

Leroy A. Lincoln, president, be- 
came board chairman and chief exec- 
utive officer. 

Charles G. Taylor, Jr., executive 
vice-president, became president. 

Frederick W. Ecker, financial vice- 
president, became executive vice- 
president. 

Harry C. Hagerty, vice-president 
and treasurer, became financial vice- 
president. 

Samuel Milligan, vice-president in 
charge of the company’s Ordinary 
department, became administrative 
Vice-president. 

Charles G. Dougherty, associate 
general counsel, became second vice- 
president, insurance relations. 


Eugene A. Schmidt, Jr., third vice- 
president, became treasurer. 

The assignment of Francis M. 
Smith, vice-president in charge of the 
company’s Industrial department, was 
broadened to include the executive 
supervision of the Ordinary depart- 
ment. 


Profiles 

FREDERICK H. ECKER: Chair- 
man of the Board at Metropolitan 
since 1936. . . Associated with the 
company since 1883. . . He was 83 
years old on August 30... At Metro- 
politan he has supervised the invest- 
ment of more private capital than 
any other man in history. . . He is 
responsible for Metropolitan’s great 
apartment projects, the greatest in 
the world erected by private funds. 


LEROY A. LINCOLN: Metropol- 
itan’s new Chairman of the Board is 


. He has 


a lawyer by profession. . 


been president of the company since 
1936, and a director since 1929. . . 
His association with the company 
dates from 1918. . . Mr. Lincoln is 
a past president and is now a direc- 
tor of both the Life Insurance Asso- 
ciation of America and the Institute 
of Life Insurance, and vice-chairman 
of the board of directors of the Life 
Insurance Medical Research Fund. 


CHARLES G. TAYLOR, JR.: Met- 
ropolitan’s new president was ap- 
pointed company executive vice-pres- 
ident in 1944 and has been a member 
of its board of directors since 1942. . . 
He has been associated with the Met- 
ropolitan since 1932. . . His respon- 
sibilities with the company have in- 
cluded especially broad supervision 
of the company’s relations with the 
various state insurance departments, 
and of matters relating to insurance 
regulation and legislation. 
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REVIEW 


By George Baker 


Washington Bureau 


a the present plans to 

issue free government life insur- 
ance to all servicemen have the over- 
whelming endorsement of Congress, 
the General Accounting Office, and 
the life insurance business, there still 
is opposition to the proposal on the 
grounds that servicemen are left un- 
protected when they return to civilian 
life. 

Despite this objection, however, 
Congress appears ready to give full 
approval to the free-insurance plan. 
The House of Representatives gave 
its unanimous endorsement to such 
legislation last month after represen- 
tatives of life insurance companies 
and the GAO testified that it would 
be cheaper for the government to give 
GIs insurance protection than to 
sell it. 

The present plans call for issuance 
of $10,000 worth of free government 
insurance to all servicemen. This 
would mean the end of National Ser- 
vice Life Insurance as far as persons 
entering the service for the first time 
are concerned. But those who have 
NSLI policies in effect are permitted 
to keep them in force as long as they 
wish. 

The new insurance program is to 
be retroactive to June 27, 1950, in 
order to provide coverage for service- 
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men who have been fighting in Korea. 
The Department of Defense estimates 
that survivors of more than 6,000 
Gls killed in the Korean campaign 
will thus be assured of the new in- 
surance protection. Under the free 
program, the serviceman’s beneficiary 
will get about 120 equal monthly pay- 
ments of about $92 apiece. The old 
NSLI program permitted the bene- 
ficiary to elect the payment method, 
but the beneficiary will have no 
choice under the new program. 

Men and women now in service 
who hold NSLI policies are entitled 
to keep them in force, or surrender 
them during the period of their ser- 
vice in favor of free policies. In this 
way, they could take advantage of the 
free policies. In this way, they could 
take advantage of the free program 
and then reinstate their NSLI poli- 
cies upon discharge. But they would 
not be eligible for refunds on pre- 
miums paid since June 27. 

Under the free insurance program, 
the serviceman is protected for a 
period of 90 days after his discharge 
in order to assist his transition to 
civilian life. But his protection ceases 
after the 90-day period has expired, 
except in cases of badly-wounded 
servicemen, who are unable to obtain 
commercial insurance after their dis- 





charge. The new plan permits them to 
buy special government insurance. 


Washington Notes 


HE Veterans Administration re- 

ports that 14 blinded World War 
II veterans have so far entered the 
insurance field. . . . Ten are holding 
full-time jobs, and the remaining four 
were recently in training under Gl 
rehabilitation training. .. . Nine of 
those employed are insurance sales- 
men, and one is supervisor of a life 
insurance company. . . . All four 
trainees were learning to sell life 
insurance. 

Federal civil defense officials finally 
have decided on one warning signal— 
replacing the three of World War II 
—to warn the public of impending 
enemy attack. . . . The “red alert” 
warning signal will be of three min- 
utes duration. . . . It will consist of 
fluctuating or warbling signals of 
varying pitch by sirens, or a series of 
short blasts by horns or whistles. 
. .. The “all clear” signal will be a 
series of three steady one-minute 
blasts by sirens, horns or whistles, 
interrupted by silent periods of two 
minutes each. 

Approval of two mechanical aids 
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for detecting radioactive contamina- 
tion was announced recently by the 
Federal Civil Defense Administration. 
. . » One is a high-intensity metal, 
measuring up to 500 roentgens per 
hour for use in area survey work and 
personnel protection immediately fol- 
lowing an atomic attack. . . . The 
other is a low-intensity instrument for 
measuring up to 500 milliroentgens 
for long-range surveys which prob- 
ably would not start for several days 
following an atomic disaster. . . . The 
personal dosage indicators now exist- 
ing are “not considered suitable” for 
civil defense purposes, FCDA says. 


Defense Compact 


Continuing its program of educat- 
ing the public on the dangers of 
enemy attack, FCDA is submitting a 
model interstate civil defense and dis- 
aster compact to all state governors 
and civil defense directors. . . . It is 
aimed particularly at fostering mutual 
aid agreements among fire, police, 
medical and rescue personnel and 
equipment. 

In getting down to cases as to how 
to best protect the public, the agency 
points out that fire may be our great- 
est hazard in the event of an enemy 
attack. . . . Structural damage caused 
by fire accounted for 80 per cent of 
the total damage to cities attacked by 
airborne weapons during the iast war. 
.. . The government experts are re- 
minding municipal officials that U. S. 
cities are highly susceptible to fire 
and blast, and that the fire storms 
that occurred in Germany and Japan 
could happen here. . . . Only 2.3 per 
cent of New York’s structures are 
classified as fire-resistent. . . . In 
Chicago, the percentage is only 1.7, 
while 2.2 per cent of Detroit’s build- 
ings are fire-resistent, and 3.6 per 
cent of Washington’s buildings are 
so rated. 


Research Program 


Another federal agency, the U. S. 
Public Health Service, is embarking 
on a new research program to deter- 
mine the best way to treat extensive 
third-degree burns. . . . These will 
undoubtedly occur in “very large 
numbers” in the event of an atomic 


attack, USPHS warns. . . . Special 
target of the investigation is an 
improved method for removing 
“slough,” or dead tissue from burned 
skin areas—a procedure absolutely 
necessary before skin grafts can be 
made. . . . A total of 68 medical insti- 
tutions are sharing $826,876 in fed- 
eral grants for the new research pro- 
gram. 

The Federal Reserve Board is ask- 
ing commercial banks for suggestions 
on curbing the volume of loan credit. 
... Chairman McCabe is asking each 


district Reserve Bank to supply 
answers to such questions as these: 
What types of borrowers occasioned 
most of the new loans in your bank 
since mid-year? Can you say whether 
their borrowing is or is not largely 
seasonal? Do you expect the large 
demand for credit to taper off, con- 
tinue, or increase in the next three 
months? FRB suggests that banks 
try to discourage unnecessary busi- 
ness expansion, and loans that do not 
make a definite contribution to the 


defense effort. 






and the program. 


When is a Program 
Not a Program? 


It is when the life insurance policies are not 
supported with disability insurance — insurance 
that will not only pay the premium during dis- 
ability, but also replace income. 


No program can be called complete without 
this benefit and no family safe until it has been 
provided. For income supports both the family 


That’s why the Occidental work kit contains 
Income Disability benefits on Life insurance, 
Accident and Sickness issued in combination 
with Life, Commercial Accident and Sickness 
policies, and Group Accident and Sickness plans. 


~ 
Occidental Life 


INSURANCE COMPANY OF CALIFORNIA 


V. H. JENKINS, Senior Vice-President 
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by 
Dist é Lynch 


Assistant Director, 
LIAMA Institutional Relations 


HE question is often asked by 

people outside the life insurance 
business, “What does the Agency 
Management Association do?” 

Sam E. Miles, Immediate Past Pres- 
ident of the Association, described 
the organization as “the seed bed 
from which agency officers of mem- 
ber companies pluck ideas and nur- 
ture them to full maturity within their 
own company.” 

Another colorful description of the 
Association came during the year 
from Judd C. Benson, Immediate Past 
President of the National Association 
of Life Underwriters: 

“The Agency Management Associa- 
tion is a laboratory in which have 
been forged and will be forged in the 


1930 Annual Report: 


e 


future the finest tools available for 
the field men to use in embracing the 
opportunities which are and will be 
theirs in this dynamic age ahead.” 
Cecil J. North, a Past President 
of the Association, once told the mem- 


bership: 





DONALD E. LYNCH 


“The organization of our Associa- 
tion and its operations are the result, 
of course, of the inescapable fact that 


LIFE INSURANCE 
AGENCY MANAGEMENT 
ASSOCIATION 
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your companies and mine must func- 
tion in an environment that won’ 
stay put. The agency executive isn’! 
like a motorist on a highway, with 
direction signs at every cross road; 
he is more like the captain of a ship 
at sea. He must figure his position 
from calculations he must make ever} 
day. The value of the Association’s 
service to each of us depends upon 
the extent to which this service helps 
us meet our problems of agency man- 
agement.” 


1949 Buyer 


In furtherance of its mission to help 
member companies meet their agency 
problems, the Association in 1950 
published one of the most widely 
studied research reports in its history 
—The 1949 Buyer. This study came 
in five separate reports, three in the 
“Adult Series” and two in the “Juven- 
ile Series.” These reports were a study 
of 24,817 people who applied for over 
$100,000,000 of Ordinary life insur- 
ance from 64 companies during May, 
1949. The policies examined included 
those sold by Ordinary and Combina- 
tion (weekly premium) agents on the 
lives of adults and juveniles. The re- 
sults were related to a similar study 
made in 1942, providing a basis of 
comparison which showed changing 
trends in the whole stream of life in- 
surance marketing. 

In no other way than through an 
independent organization supported 
by companies could all this invaluable 
data be gathered for the beneficial 
study of the entire business. Herein 
was provided “a seed bed of ideas” 
for agency executives. Facts were pro- 
vided for these executives on which 
they could “check their positions” as 
would a captain of a ship. 


A & H Report 

This project was only one of many 
produced by the Research Division 
during the year. The Association, in 
answer to the growing trend toward 
life companies adding accident and 
health insurance to their coverages, 
also produced “The Accident and 
Health Buyer.” This report was 4 
study of the chief characteristics of 
the accident and health policies sold 
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and of the person who buys them. 
This was the first market research 
study in the A & H field. There were 
many other reports on recruiting re- 
sults in Canada, production data, con- 
tracts and other phases of agency 
management. These were in addition, 
of course, to the regularly issued sta- 
tistical surveys such as the Monthly 
Sales Survey, the Lapse Survey and 
others. 
Provides Tools 
The Association also provided 
many “tools” of management, such 
as training, recruiting, selection, su- 
pervisory publications. Prepared by 
the Company Relations Division, 
these publications are made available 
to companies for use by their field 
forces. Some of these are: The Train- 
ers Manual; Single Needs Sales and 
The Revolt of Ralph Day. It must be 
emphasized that space does not per- 
mit listing of many, many more pub- 
lications which the Association pre- 
pares for its members. 
The Institutional Relations Division 
has served the membership in many 


ways during 1950. However, no ser- 
vice has been more valuable than 
keeping companies informed on gov- 
ernmental developments with respect 
to National Service Life Insurance, 
Social Security and other matters of 


MANAGING DIRECTOR 





JOHN MARSHALL HOLCOMBE, Jr. 


vital interest. One of the highlights 
of the Annual Meeting was a panel of 
experts who delved into these highly 
complicated subjects which have a 
farflung impact on the marketing of 
life insurance. 


Entering 30th Year 

The year 1951 will mark many im- 
portant milestones for the Associa- 
tion. In that year, the organization 
will enter its 30th year; the staff will 
move into a new building; the Schools 
in Agency Management, which have 
graduated nearly 5,000 men, will 
reach the 100th School; Manager’s 
Magazine will reach its 25th year of 
publication. 

All of these events mean a great 
deal to the staff and to the member- 
ship. But for John Marshall Hol- 
combe, Jr., Managing Director, they 
are the thrilling culmination of a life 
devoted to the Agency Management 
Association. It was he who directed 
the Association from its humble be- 
ginning in 1922 with 13 companies 
supporting nothing more than an idea. 


MONARCH LIFE INSURANCE COMPANY 


SPRINGFIELD - MASSACHUSETTS 
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This Unstable World 


By ERVIN L. HALL 


Partner, Davis and Hall Investment Management 


A new year always suggests a review of the recent past. 


If during that period you have been satisfied with your 


accomplishments, there is little reason to read this article. 


But to the many of you who have had confusing moments 


during the past year and are not too sure of the future, 


a few comments may be helpful. 


AM. security markets the past year 
have had moments of uncer- 
tainty. The dispute between the Fed- 
eral Reserve Board and the Treasury 
has kept the investors in fixed income 
obligations in a dilemma as to the 
probable longer term trend of interest 
rates. The effort to control inflation 
by financial maneuvers, rather than 
direct controls, aroused some fear that 
interest rates would gradually be 
forced to higher levels. In fact the 
decision of the Treasury to issue a 
134% Five Year Note was a step in 
that direction. True, the long term 
Treasury rate is still 2'2%, and un- 
doubtedly every effort will be made 
by the government to maintain that 
rate as a base of operation. The ad- 
ministration appears to have a definite 
dislike towards paying any more than 
21%24% on a long term government 
issue regardless of whether or not 
such a rate is attractive to others 
than those who are forced, for one 
reason or other, to accept it. The 
dilemma as to the future of fixed 
income obligations, with government 
action on the one hand and inflation- 
ary pressure on the other, leaves no 
room for complacency. 


Municipal Issues 


Then there are the investors in the 
high income brackets who have re- 
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treated, in many instances, into 
municipal issues because of the tax 
exempt feature. Such a move has its 
advantages, but only in special cases. 
Tables are available showing the net 
return on municipals compared to 
other bonds, and at what income 
bracket the municipals become attrac- 
tive. There is, however, the disad- 
vantage that a decline in the value of 
the dollar is in no way compensated 
by such investments. The income re- 
mains fixed and there is the added 
danger that in the search for tax ex- 
emption some questionable municipals 
may become temporarily respectable. 


Common Stocks 


As to common stocks, there has 
been a considerable broadening in 
recognition of the investment worth 
of this type of security. A number of 
State governments have eased the re- 
strictions on trust and pension funds. 
The relaxation permitting trust funds 
to invest as high as 35% of available 
funds in good quality common stocks 
is an admission that income is needed 
and that the risk involved to get that 
income is warranted. The loss in pur- 
chasing power on a portfolio invested 
solely in fixed income obligations is 
a drain on any fund. Pension funds 
have been steady purchasers of com- 
mon stocks and the Federal Reserve 





ERVIN L. HALL 


Board’s own pension fund has this 
year again increased its percentage 
of common stocks. Even some of the 
most conservative investment houses 
have finally opened, a wee bit, the 
gateways through which common 
stocks trickle into accounts under 
their supervision. 


Investment Influence 


All these fields of investment have 
advantages, but all are influenced to a 
greater or less degree by the rising 
inflation in this country. With the 
pressures generated by foreign and 
domestic financial and _ military 
moves, the investment of money has 
become a trying problem. There is 
no really safe harbor into which to 
sail, as the enveloping fog of infla- 
tion permeates all investment think- 
ing. The effects of inflation are fre- 
quently misunderstood, which is not 
surprising, as there are at least seven 
different types of inflation. The cur- 
rency of this country is the strongest 
in the world, and is likely to remain 
so despite international developments. 
A flight from the dollar to some other 
section of the world need cause no 
worry, but a flight from the dollar 
into things is developing. This is 
not a wholesale, panicky flight but 
one based on careful thinking of the 
volume of money trend set in motion 
by the heavy expenditures of the gov- 
ernment during the past and the 
necessity of vast future expenditures 
to combat the threats to our security. 
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This trend is basic, obvious and can- 
not be ignored. Because of it some 
investment precepts are no longer 
tenable. There is no percentage in 
accepting low income from fixed in- 
come obligations under the mistaken 
thought that capital is being pro- 
tected. There is no reason to assume 
that statistics of the past are going 
to be a correct guide to the trend of 
values when those values are distorted 
in terms of dollars with which to buy 
things. We cannot assume that any 
over-all pattern of investments can be 
followed without constant adjustment. 








either in income or principal, to ful- 
fill our future plans. 


Power of Inflation 


As the most frequently discussed 
subject in investment circles is the 
power of inflation, it can, and some- 
times does, unduly influence invest- 
ment decisions. We should remember 
that even inflation does not go on 
forever, and that despite inflation, 
earnings and dividend payments can 
be restricted by taxes and controls. 
The securities of a company may be 


that the longer one’s projection, the 
greater the chances of its being upset 
by unforeseen developments. In these 
times a six months’ projection is suf- 
ficiently hazardous without trying to 
see clear beyond the horizon. 


Vigilance Essential 


The thoughts expressed have tried 
to convey that constant vigilance is 
an essential of any investment pro- 
gram, to which should be added a con- 
tinuing determination to resist being 
carried away by any popular delusion, 
no matter how logical it may seem at 
























a satisfactory holding — but 
The mere fact that there are many un- months from now there may be con- _ the moment. Inflation could be a de- 
certainties in the world and that the __ trols which vitally affect the flow of _lusion, should the world turn towards 
inflationary pressure is world-wide, production, and consequently earning _— peace and our tremendous industrial 
in itself should force us to realize power. Or there may be a type of _ capacity become top heavy. In the 
that a diversified program is the only _ tax not contemplated at the moment meantime, new funds and old funds 
this method to protect investment funds. that will restrict or prevent payment _— must be invested if they are to support 
tage We should not become completely of dividends. Inflation is not at all the productive processes of the coun- 
f the enamored with common stocks, as times a one way street. try. They should, however, be in- 
even they do not act as a perfect hedge vested calmly and dispassionately and 
yuses ieee ps 8 ode y P y 
- the against inflation. We certainly can- Projection not on the basis of emotion or any 
am not assume that fixed income obliga- We notice, also, a tendency to fixed theory of the future. There are 
seiller tions of any type are going to continu- _ project a given theory into the long _— already too many theories floating 
ously supply the necessary return, future — say five years— forgetting around. 
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° Along City i ss 


BY W. EUGENE ROESCH 


SALT LAKE CITY: To me, as to 
many other more-intelligent observ- 
ers, Salt Lake City is worth seeing. 
Especially in a modern world. For in- 
stance, my recent stay there gave me 
the opportunity to visit the new home- 
office of the Pacific National Life In- 
surance Company. (The former home- 
office—a big, downtown building, is 
being given a face-polish and refur- 
bishing and will be a fine, income- 
producing unit for the company.) 
The company’s new home is a charm- 
ing mansion which had been origi- 
nally built by a copper and tin tycoon. 
The company took it and let the 
outside, and surrounding grounds, 
pretty much “as is.” Inside, the com- 
pany turned it into a fine and modern 
office structure with all current aids 
to efficiency such as air-conditioning, 
fluorescent lighting, partitioned of- 
fices, etc. Kenneth W. Cring, boss of 
the agency department of Pacific 
National Life, is doing a great produc- 
tion job for that company. Expan- 
sion has been accelerated. Actuary 
L. W. Messinger ably aids and abets 
the production. Miss Gladys Branch 
handles details as agency secretary. 
For my own part, I say you readers 
should look to what this company will 
do in the next three years—war or 
no war. 

Also in Salt Lake City, the Equit- 
able Life & Casualty Insurance Com- 
pany is doing-over a new home office. 
Undoubtedly finished as you read this. 
The company took over a club build- 
ing that, apparently, was constructed 
to beat off Indian attacks. The walls 
are many inches thick. The location 
is within four blocks of downtown. 
Complete modernization is planned— 
offices, playrooms, cafeteria, etc. Dr. 
R. E. Ross, president of the company, 
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was good enough to show me over 
the whole plant in association with 
John P. Allein, vice-president and 
production man. David E. Ross is 
secretary, and Ray R. Ross is also 
in production work. 

At the Cooperative Life of America 
in Salt Lake City, I ran across a story 
in which I think you will be inter- 
ested. Especially if you read some of 
of these columns during the past few 
years. Dr. F. W. Kirkham is general 
manager of that outfit, with Benjamin 
B. Stringham as superintendent of 
agents. Once associated with the com- 
pany—as office manager—was Miss 
June Barlow. Not long ago, she was 
Miss Utah of 1949—while still office 
manager of the company. Now, she is 
in England as a missionary for the 
Church of Jesus Christ of Latter Day 
Saints. Probably the only beautiful 
girl ever to be office manager of a 
life insurance company; winner of 
her State’s beauty contest; and Mor- 
mon missionary abroad. 


DENVER: If you have not heard of 
the reinsurance program of the Secur- 
ity Life & Accident Insurance Com- 
pany in this mile-high Colorado city, 
you will. Major W. Lee Baldwin is 
president of the company and is the 
kind of practical insurance man who 
once was a greatly-successful agent of 
Reliance Life of Pittsburgh years ago. 
L. C. Baldwin, vice-president handles 
much of the detail in the company’s 
operation. Along with George W. 
O’Shaughnessy, agency director; and 
Ira J. McGuire, assistant to the presi- 
dent. The officers of the company are 
a tightly-knit unit in bettering the 
job of the organization itself. 


Another Denver company that 








merits attention right now is the 
Capitol Life Insurance Company of 
Denver where President Clarence J. 
Daly is making plans for expansion 
and a better understanding on the part 
of the “Inland Empire” of what the 
Capitol Life means. Agency vice-pres- 
ident T. F. Daly, II, agrees with the 
fact that the company has not yet won 
its full place in the sun—and he, too, 
is working for a better standing for 
the company. In their efforts, Ray 
Alexander, manager of the group de- 
partment, and T. R. Wyles, Jr., head 
of the accident and health depart- 
ment, are giving the Dalys maximum 
support. 

While I am on the subject of Den- 
ver companies, how about the United 
American Life Insurance Company 
of that city? This organization is en- 
tering two additional states (will be in 
10 states soon) and is building its 
new home-office structure downtown. 
Production of the United American 
is under the able guidance of G. A. 
L’Estrange as agency director. Gerry 
L’Estrange is known to thousands of 
agents since as far back as the days 
when he was with the Wisconsin Na- 
tional Life in Oshkosh, Wis. Now, 
with the United American, he has the 
capable assistance of A. L. Bruns, 
assistant secretary. Gerry has had 
agency, agency department, invest- 
ment and managerial experience. His 
personal agency following is consider- 
able. The United American Life of 
Denver will do well with its expan- 
sion program so long as he continues 


to function. 


SEATTLE: In this famous city of the 
State of Washington, I am always 
pleased to sit down for some discus- 
sion with John A. Cissna, chairman 
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of the board of Federal Old Line In- 
surance Company. Few companies 
have had as much trouble as his dur- 
ing formative stages. Few have risen 
so triumphant over those difficulties. 
Right now, Jack has a training pro- 
gram in effect that is selective, as to 
candidates, in a number of universi- 
ties—even in states in which his com- 
pany is not entered for business. 
Willing to proceed on the assumption 
that an organization is only as good 
as its employees, Jack has gone to 
the senior classes of outstanding col- 
leges and universities, culled them for 
good potential men, and brought 
those men to Seattle for training. 
After that, the men go to such states 
and cities as the company wishes to 
develop. Even while in training, the 
“selectees” do very well and make 
better-than-average livelihoods. Dur- 
ing the past two years, a high per- 
centage of these men have remained 
with the Federal Old Line and go on 
to being top-notch agents and com- 
pany-managerial material. 

It is sometimes said that small and 
medium-sized life insurance compa- 
nies do not take the parts that they 
should take in the overall picture and 
the overall deliberations of their busi- 
ness. That could not apply to the Old 
American Life Insurance Company 
of Seattle. In that organization, Presi- 
dent J. A. Hibbard; Vice-President J. 
Alvin Hibbard; Vice-President D. F. 
Kelly; and Assistant Secretary J. F. 
Schallo; all play their roles. President 
Hibbard and Vice-President Hibbard 
were extremely interested participants 
recently in the mid-year convention 
of the National Association of Insur- 
ance Commissioners in Los Angeles, 


Calif. 
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HE chances are, life insurance 

wouldn’t be as popular as it is in 
Canada today—if Canadians were 
compelled by legislation to buy it. If 
some civil servant were to stand be- 
hind me with a shotgun until I took 
out a $5,000 policy, I'd hate any 


reference to life insurance until the 
end of my days. The fact that I 
bought the amount that I have—of 
my own free will—gives me a mea- 
sure of pride in my efforts to make 
myself less dependent on others— 
even though it’s keeping me broke in 
the process. 

This freedom to buy what we want 
when we want it is one of the most 
treasured possessions we have. That’s 


why I cannot help but sympathize 


with a number of people who’ve been 
hailed into court in British Columbia. 
It all gets back to that compulsory 
hospital insurance scheme that’s law 
in B.C.—a_ subject we’ve written 
about in THE SPECTATOR on a num- 
ber of occasions —the bright idea 
that’s costing the taxpayers several 
million bucks a year because they 
haven’t found a way of running at a 
profit yet. (Incidentally, before we 
get down to what we started to write 
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about, I have been told by a source 
well within the B.C. government that 
they’re going to INCREASE the an- 
nual premium rates for hospital in- 
surance out there again next year. 
That’s official—and exclusive.) 


Result of Protest 


We've got to hand it to a chap by 
the name of H. W. Green—a lawyer 
whose shingle hangs out in Van- 
couver. He — and 13 others — were 
hauled before Magistrate Orr in Van- 
couver the other day simply because 
they don’t like the idea of being 
pushed around. Green and his 13 dis- 
ciples protested “on principle” against 
having to pay premiums for com- 
pulsory health insurance — but it 
didn’t get them anywhere. They were 
nicked for five bucks each. It was 
worth a fiver to each of them to be 
allowed to express his opinion in 
open court. 

Representatives of law and order 
presented a beautiful case against the 
culprits. It simply amounted to the 
fact that none had paid in their 


dough—and the matter was clinched 
—and convictions became manda- 
tory —when the accused admitted 
that the crown attorney was correct. 
But counsellor Green put the follow- 
ing comment on the records: “I am 
against any government authority 
ordering me to sign on the dotted 
line for socialized hospital insurance 
I don’t want under penalties.” He 
said he’d always been able to meet 
his own hospital accounts and didn’t 
see why anyone else should pay them 
for him. 


Statute To Work From 


We cannot criticize the presiding 
magistrate, for all he had to work 
from was a cockeyed law on the sta- 
tute books. He did come up, however, 
with the fact revealing statement that 
if lawyer Green had paid his pre- 
miums he would have, immediately, 
had insurance coverage. Then he 
added: “I must deal with the matter 
of fact, not policy.” 

In all, we'd say that anywhere from 
400 to 500 people in B.C. have al- 


ready been fined—for wanting to re- 
tain some semblance of independence. 

But to cap it all—MORE THAN 
2,500 PEOPLE IN BRITISH CO- 
LUMBIA HAD THEIR WAGES 
GARNISHEED BY THE B.C. GOV- 
ERNMENT IN 1949— BECAUSE 
THEY HADN’T PAID THEIR IN- 
SURANCE PREMIUMS—AND AL- 
MOST 1,000 OTHERS HAD 
THEIRS GARNISHEED DURING 
1950. 

If tactics such as that don’t sour 
the people of British Columbia against 
the principle of insurance—we don’t 
know what will. Besides, after being 
forced to pay their premiums — 
they’re having a helluva time trying 
to get into a hospital when they 
really have to go — because B. C. 
hasn’t enough beds to look after them. 

What I'd like to see happen is this: 
If B.C. is only too willing to take 
people into court or garnishee their 
wages —how about a policyholder 
who couldn’t get a bed suing the gov- 
ernment for failing to live up to its 
side of the bargain? 
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TAX ANALYSIS 





in this article: 


rule. 


(2) 
(3) 


| Installments Under Endowment 
Policies 

HE Federal income tax regula- 

tions, prior to February 13, 1949, 
included in the definition of the term 
“annuities,” amounts received from 
endowment policies during the life- 
time of the insured, in periodical in- 
stallments, whether annually, semi- 
annually, quarterly, monthly or 
otherwise, and whether for a fixed 
period, such as a term of years, or 
t for an indefinite period, such as for 
life, or for life and a guaranteed 
fixed period, which installments were 
payable over a period longer than one 
year. 

Treasury Decision 5684, effective 
February 13, 1949, amended the reg- 
ulations to read in part as follows: 

“As used in section 22(b)(2)(A), 
‘amounts received as an annuity un- 
der an annuity or endowment con- 
tract?’ means amounts (based on a 
computation with reference to life 
expectancy and mortality tables and 
payable over a period longer than 1 
year) received in periodical install- 
ments, whether annually, semian- 
nually, quarterly, monthly, or other- 
wise.” 





Recent Income Tax Rulings 


By FORREST L. MORTON 
Analyst and Adviser in Estate and Tax Matters 


os EVERAL recent rulings relating to the taxabil- 
ity of life insurance proceeds under the pro- 
visions of the Federal income tax law are reviewed 


(1) Taxability of amounts paid under endow- 
ment policies in the form of installments 
that do not come within the 3% annuity 


Taxability of premiums paid for group 
permanent life insurance contracts. 
Taxability of amounts paid to a widow of 
a deceased employee. 


In view of this amendment, since 
February 13, 1949, periodical install- 
ments received for a fixed period of 
time under endowment contracts, so- 
called annuity contracts, or under 
supplemental agreements for optional 
settlement of the surrender or ma- 
turity value of life insurance con- 
tracts, payable otherwise than upon 
the death of the insured, have not 
been taxable as annuities, and thus 
not subject to the 3% rule applicable 
to annuities. To the contrary, such 
amounts are taxable only after the 
aggregate of amounts received dur- 
ing the taxable year and amounts re- 
ceived before the taxable year ex- 
ceeds the aggregate premiums or 
consideration paid for such contracts. 


Double Taxation 


In the course of preparation of 
Treasury Decision 5684, it was recog- 
nized that, in the absence of provi- 
sions to prevent it, double taxation 
would occur in the case of a taxpayer 
who had been reporting as an an- 
nuity the proceeds of such contracts 
payable in installments over a fixed 
period of time. Hence, the following 
was added to the regulations: 


“* * * the term ‘amounts received 
before the taxable year under such 
policy’ shall not be construed to in- 
clude so much of any payments as 
were included in gross income as 
amounts received as an annuity under 
an annuity or endowment contract 
for taxable years ending prior to but 
not on December 31, 1948. Appro- 
priate adjustment will be required _ 
with respect to such payments, or por- 
tion thereof, so included as form the 
basis of a pending or successful claim 
or suit for refund.” 

In applying these amended regula- 
tions, the Bureau of Internal Revenue 
states that its general policy is to 
allow taxpayers who, in accordance 
with the regulations prior to amend- 
ment, treated as annuities amounts 
which under the amended regulations 
are not annuities to effect the follow- 
ing adjustments with respect to so 
much of such amounts as were in- 
cluded in gross income under the 3% 
annuity rule: 

(1) That portion thereof included 
in gross income in returns for tax- 
able years which ended prior to but 
not on December 31, 1948, and for 
which the period of limitation has ex- 
pired, should be excluded, in the ab- 
sence of a pending or successful claim 
or suit for refund, from the “amounts 
received before the taxable year un- 
der such policy” as that term is 
used in the regulations. 

(2) That portion thereof included 
in gross income in returns for tax- 
able years which ended prior to but 
not on December 31, 1948, and for 
which the period of limitation has 
not yet expired, may be made the 
basis of claims for refund, or such 
returns may be allowed to stand, in 
which event the exclusion referred 
to in (1) above is applicable. 

(3) That portion thereof included 
in gross income in returns for tax- 
able years ending on or after Decem- 
ber 31, 1948, may be made the basis 
of claims for refund, but may not be 
adjusted by the exclusion referred 
to in (1) above. 


Group Permanent 


According to a special ruling (PS 
No. 65, dated November 10, 1950), a 
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typical group permanent life insur- 
ance contract may not be treated as 
ordinary group life insurance or as 
an annuity, but the accumulation of 
a reserve under such policies must be 
treated in accordance with the rules 
laid down for a pension trust qualify- 
ing under section 165(a) of the In- 
ternal Revenue Code. 

The ruling applies to a contract 
where the reserves under the policy 
are accumulated to secure retirement 
income for the employees or their 
beneficiaries in accordance with a 
plan meeting the requirements of sec- 


tion 165(a) (3), (4), (5), and (6). 





Its Name 
Indicates Its 
Character 


In adopting the great 
name of Abraham Lincoln, 
this company assumed the 
responsibility of measuring 
up to that name in charac- 
ter, integrity, and thought- 
ful, human service—in its 


relations with its represen- 
tatives as well as with the 


public. 


LNL is geared to help its 
field men. 
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LINCOLN NATIONAL 
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Fort Wayne, Indiana 
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and the premiums are paid directly to 
the insurer without the use of a trust. 

The ruling holds that since all pay- 
ments under such a contract (whether 
of benefits to employees or refunds 
or credits on account of premiums) 
are subject to specific provisions of 
the contract and are therefore under 
the direct administration of the in- 
surer, benefits provided for employees 
under the contract are taxable to 
them in the same manner as if pro- 
vided under a trust exempt under 
section 165(a), except that the pro- 
vision in section 165(b) regarding 
treatment as sale or exchange of a 
capital asset held for more than six 
months is not applicable to such bene- 
fits. 

Accordingly, so much of the pre- 
mium paid by the employer as is ap- 
plied to provide life insurance pro- 
tection for an employee under such 
a group permanent insurance contract 
is required to be included in the in- 
come of the employee for the year in 
which so applied in the same way as 
would be required if the premiums 
were paid by an employees’ trust 





NALU COUNSEL: Carlyle Man- 
ning Dunaway was appointed 
counsel for the National Associa- 
tion of Life Underwriters. He 
succeeds James B. Hallett who 
recently accepted an appointment 
as an attorney on the general 
counsel’s staff of the Travelers 
Insurance Companies. Mr. Duna- 
way was formerly associated with 
the New York law firm of Roth- 
bone, Perry, Kelley and Drye. 


from contributions of the employer or 
earnings thereon. For the purpose of 
determining the portion so applied 
for current term insurance protection, 
uniform term premiums may be used 
as provided in PS No. 58 Revised. 

If any value under such a contract 
is applied to provide for an employee 
paid-up continued insurance under 
the contract or continued insurance 
outside of the contract, such value 
then loses its previous status as a 
reserve for retirement benefits as to 





PROGRESSIVE 


While conservatism has char- 
acterized the investment pro- 
cedures of The Life Insurance 
Company of Virginia, the 
Company’s effort to liberalize 
policy provisions and agency 
contracts, and to extend the 
scope of its services has been 
notably progressive. 


The recent establishment of 
new agencies in Pennsylvania, 
Florida, Mlinois, Michigan, 
New Jersey, Alabama, and 
Virginia is in keeping with 
this progressive policy. 
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which inclusion in income has been 
deferred and the amount thereof less 
any prior contributions of the em- 
ployee applicable thereto (exclusive 
of contributions applicable to prior 
insurance protection) must be in- 
cluded in the income of the employee 
for the year in which it is so applied. 
If an employee dies before retire- 
ment income is payable to him under 
such a contract, amounts received by 
a beneficiary of the employee which 
are attributable to the reserve under 
the contract at the time of death less 
any consideration paid by the em- 
ployee are required to be included in 
the income of the beneficiary. For 
this purpose, any amount which has 
already been included in the income 
of the employee in accordance with 
the preceding paragraph and any con- 
tributions of the employee toward the 
reserve accumulation (exclusive of 
contributions applicable to insurance 
protection) are treated as considera- 
tion paid by the employee. 
Retirement income under the con- 
tract is taxable to the recipient in 





the same manner as provided in sec- 
tion 165(b), but the provision there- 
in regarding treatment as sale or ex- 
change of a capital asset held for 
more than six months is not applic- 
able. 

The treatment described above is 
also applicable in cases where the 
benefits are provided under typical 
individual endowment or retirement 
income endowment insurance con- 
tracts under a _non-trusteed plan 
which meets the requirements of sec- 
tion 165(a) (3), (4), (5), and (6), 
or which is exempt under section 
101(b) if each contract contains pro- 
visions under which all benefits are 
under the administration and control 
of the insurer and neither the em- 
ployer nor the employee has control 
or unqualified ownership of the con- 
tract. 


Widow of Deceased Employee 

While this ruling (1.T. 4027, dated 
September 12, 1950) does not apply 
specifically to the taxability of life 
insurance proceeds, nevertheless, it 





is reviewed in this article in the be- 
lief that it will be of interest to a 
great many life insurance under- 
writers. A large volume of life insur- 
ance has been purchased by employ- 
ers on their key executives and em- 
ployees on the assumption that if the 
keyman were to die, there would be 
a fund from which his salary might 
be continued for a period of time 
to his widow. The ruling reads in 
part as follows: 


“In O.D. 1017, it was held that a 
payment by a corporation to the 
widow of a deceased officer, equal to 
the salary which the deceased officer 
would have earned in two months, 
was without consideration, a gratuity 
voted as a compliment to the de- 
ceased, and that the payment did not 
constitute taxable income. In 1.T. 
3329, it was held that payments made 
by a corporation to the widow of an 
officer-stockholder, even though made 
without contractual obligation, are 
deductible by the corporation as busi- 
ness expenses and that such amounts 





American United’s Agency Department 
has been successful because it has 
learned to practice the famous hat 
trick. When it comes to preparing new 
sales tools, fitting policies to demand, 
helping out with field problems. . . 

all the boys use the hat trick. 


The famous hat trick, as you probably 
know, consists of rising from your 
swivel chair, reaching for your hat, 
and GOING INTO THE FIELD where the 





sales are made. 


| 
| 
| A geod trick, that one. It keeps home 
| office thinking in close tune with trends 
all over the country; it keeps American 
| United representatives happy, because 
| sales ideas and solutions to problems 
| originate with them; in fact, the hat 
trick seems to pay off all the way 

| around in a harmony of understanding 
| that creates sales records in a relaxed 

} atmosphere. 


AMERICAN UNITED LIFE INSURANCE COMPANY 
Home Office, Fall Creek Parkway at Meridian St. 


INDIANAPOLIS, INDIANA 
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are gifts to the widow and not tax- 
able to her. 

“It is stated in 1.T. 3329 that 
‘When an allowance is paid by an 
organization to which the recipient 
_has rendered no service, the amount 
is deemed to be a gift or gratuity 
and is not subject to Federal income 
tax in the hands of the recipient.’ 
Section 29.22(a)-2, Regulations 111, 
reads in part as follows: ‘However, 
so-called pensions awarded by one to 
whom no services have been rendered 
are mere gifts or gratuities and are 
not taxable.” Prior regulations of the 
Bureau contained the same provision. 

“It is believed that the above-quot- 
ed provision of the regulations was 
misapplied in 1.T. 3329. Whereas the 
regulations stress the position of the 


payor, that ruling incorrectly empha- 
sizes the position of the payee. The 
regulations are not applicable if ser- 
vices have been rendered to the per- 
son making the payments. The fact 
that the recipient of the payments 
did not render such services is im- 
material. The principle contained in 
the regulations is brought out in Amy 
H. Varnedoe v. Allen, as follows: 


“***If the payments to the taxpayer 
were not mere gifts or gratuities, un- 
der the above-quoted exception, award- 
ed by one to whom services had been 
rendered, they are taxable. It is not 
necessary that the services should have 
been rendered by the payee. The payor 
is the one to whom the services must 
have been rendered.” 


“Thus, the essential factor is 
whether services were rendered to the 





future security. 





THE OPPORTUNITY... 


is yours for an honored profession — a profession which will give you 
the privilege of outstanding human service, greater personal earnings and 


This January 1, 1951, check your personal assets. If you have the energy, 
the confidence in yourself and a deep sympathy with mankind’s hopes, ambi- 
tions and dreams, you may be certain of adequate financial reward as a life 
underwriter — your place in an honored profession. 

As the silent partner of your corporation, The Friendly 
Company will give you the best in service to yourself 
and policyholders. 
find it pays to be friendly with the 


PEOPLES LIFE INSURANCE COMPANY 


The Friendly Company 
FRANKFORT @ 


Contact the home office. You will 


INDIANA 














afford to buy it. 
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: PREFERRED STOCK 


Prospects are the fieldman’s stock in trade. Preferred 
prospects are people who need life insurance and can 









Broad diversification of contracts gives Home Life p iG 
agents entrée to all income groups and yields ts 
a consistently high ratio of return on their in- 
vestment of personal selling effort. 









employer, not, as indicated in I.T. 
3329, whether services were rendered 
by the recipient. The type of situation 
intended to be covered by the regula- 
tions is exemplified in L.O. 1040. In 
that opinion, it was held that pay- 
ments by the Carnegie Foundation 
for the Advancement of Teaching, 
made to teachers and their widows 
and not based on any service to the 
foundation, are nontaxable gifts. The 
foundation was not the employer of 
any of the recipients — teachers or 
their widows. 


Payments to Widow 


“In some instances it has been held 
that payments after the death of the 
employee-husband to his widow by 
an employer constitute taxable in- 
come on the ground that a definite 
contractual obligation existed to make 
such payments. The good will of the 
employee and his faithful service are 
deemed to be considerations for such 
payments and give rise to an obliga- 
tion which may be enforced by the 
widow. A definite contract existed be- 
tween an employer and a deceased 
husband in Flarsheim v. United 
States. In the Varnedoe case, monthly 
payments were made to the widow 
of a city fireman pursuant to a 
Georgia statute, and the court there 
held that since the widow had a statu- 
tory right to the money, she was tax- 
able with respect thereto. In 1.T. 3972, 
the ‘ordinary death benefit’ received 
by the widow of an employee of the 
Government of the Territory of Ha- 
waii, pursuant to Hawaiian law, was 
held to constitute taxable income. 
However, it has been held that even 
where the employer’s.plan for pay- 
ments after the death of an employee 
is a voluntary plan, a contractual ob- 
ligation exists. 


“It is the position of the Bureau 
that irrespective of a ‘plan,’ voluntary 
or involuntary, definite or indefinite, 
payments of the type herein consid- 
ered constitute taxable income, and 
it is held that payments made by an 
employer to the widow of a deceased 
officer or employee, in consideration 
of services rendered by the officer or 
employee, are includible in the gross 
income of the widow for Federal in- 
come tax purposes. 
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“Under authority contained in sec- 
tion 3791(b) of the Internal Revenue 
Code, this ruling will not be applic- 
able to payments received prior to 
January 1, 1951.” 


1)! TAA 


INEST 
By E insurance companies, agents 
and others — particularly banks 
and savings-and-loan associations — 
throughout the South and Southwest 
(as well as some in other parts of the 
country) are talking a great deal 
these days about the new life insur- 
ance, and accident and health insur- 
ance, plan for determined-savings de- 
posits. Briefly, the plan assumes that 
if an individual intends to save a cer- 





WET 


tain amount per month (or per an- 
num); insurance should step in to 
guarantee that saving in the event (a) 
of the inability of the saver to make 
payments due to illness or injury and 


(b) in the event of the death of the 
saver. 

The whole impetus behind this in- 
surance theory is the proved fact that 
individual policies do not lend them- 
selves to’ Insured Savings Plans be- 
cause such policies are uneconomical 
for the life insurance, the agent and 
the savings depositor. Also, because 
individual policies cannot carry out 
the essential purpose of insuring 
large numbers of individuals without 
medical examination and at a low- 
premium base. 


Case in Point 


Now, assume that some individual 
savings depositor executes a specific 
contract to save a certain sum over 
a given period of time—either with 
a bank, via deposits, or with a sav- 
ings and loan organization via pur- 
chases of certificates. Such individual 
becomes a debtor of the savings in- 
stitution. That debtor-and-creditor re- 

(Concluded on following page) 





PENN MUTUAL A“ARDED: 
John M. Huebner (1.), Penn Mu- 
tual vice-president, accepts the 
annual Industrial Relations 
Award of the Philadelphia Cham- 
ber of Commerce from Robert N. 
Hilkert (r.), vice-president, Fed- 
eral Reserve Bank and general 
chairman of the Industrial Rela- 
tions Conference. The award was 
given in recognition of the de- 
velopment and maintenance of an 
effective employer-employee rela- 
tions program. 
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lationship is generally clearly set 
forth; that is, in contracts used by 
savings institutions in connection with 
insured savings plans. In effect, the 
depositor buys from the savings in- 
stitution a savings plan, in a stipulated 
amount, payable in monthly install- 
ments. Thus, he becomes the pur- 
chaser of such a plan and a debtor 
of the savings institution involved. 
Be it bank or savings-and-loan or- 
ganization. 


Plan Cannot Demand 


Inasmuch as national banks are not 
permitted to sell insurance except in 
towns with less than 5,000 population, 
it eventuates that no insured savings 
plan can demand the sale of insurance 
by a savings institution. This fact 
brought a new kind of insurance for 
savings plans into the picture. This 
new form of life insurance, and of 
disability insurance in connection 
therewith, assumes, for instance, that 
if the depositor (or saver) elects to 
save $10 a month for a savings goal 
of $120 a year for the term of one 


Cherry Tree 


Many years ago there was a salesman who worked 
out of Philadelphia, selling books. He was also a 
clergyman and an author. Even if you have never 
heard of Parson Weems you know something of what 
he did. He wrote a life of George Washington and 
in that book he invented the episode of the boy 
Washington and the cherry tree. People who knew 
very little of Washington remembered the cherry tree. 

When Parson Weems had his book published he 
sold his publisher the idea of the itinerant salesman, 
spreading out from the old idea of people visiting a 
store to buy a book. So Weems had more than the 
imaginative idea of the cherry tree. He had the idea 
of taking his book directly to the people. 

Life underwriters can learn from Parson Weems 
that “Buyers don’t come into the office.” 
tant point is that in our business people don’t buy 


an idea, they are sold it. 


year, or a goal of $240 for a term of 
two years he will pay 25 cents up to 
age 45 for the one-year protection and 
$1.10 for the two-year protection. 
Plus the disability coverage. Life and 
disability thus cost $1.25 per $1,000 
per month of insured balance for 
ages up to 45. Other age brackets 
bring their own costs. Under the 
present promulgation of the insured 
savings plan, $100 savings per month 
is the maximum. Details of the plan 
have been worked out by the Thrift- 
surance Plan Corporation of Miami, 
Fla. It is already being used by such 
large banking institutions as Mer- 
cantile of Dallas and others. 


An Election 


Assuming that a depositor elected 
to save $25 a month for 12 months 
for a total of $300—and died after 4 
monthly payments; the bank or sav- 
ings institution would get $200 from 
the life insurance company. That is, 
the unsaved balance of the original 
savings plan. And, of course, the de- 
positor’s account would then have the 


full $300 which it was originally con- 
templated to save. Furthermore, if 
the buyer of the account should be 
disabled through illness or accident 
for more than 14 days in any 30-day 
period, the disability insurance wil! 
continue to make his monthly pay 
ments as long as he remairis disabled 
—and until completion of the savings 
goal which had been set in the be- 
ginning. 

Up to age 46, the combination of 
life and disability insurance would 
cover a planned saving of $300 about 
as follows: Planned saving, at $25 a 
month—$275 (this is less the original 
deposit of $25):—after that the 
monthly premium would scale down 
from about 35 cents to about one-half 
a cent and would total (for the year) 
about $2.07. 


Study Being Made 


Life insurance companies and life 
insurance agents are closely studying 
this whole new plan of insured sav- 
ings accounts to determine how their 
interest will appear. 








The impor- 
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FiFTY-WON! 


The turkey has come and gone . . . now 
comes the jolly old fellow with the red suit and 
white whiskers, and soon it will be time for the 


annual statements again. 


And all that reminds us that 1951 will be our 
50th year, during which we plan to celebrate, 
—with something in the way of a good record, 
we hope,—our half century of progress under 
our original and same continuous management. 
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Standard Insurance 


of Oregon 
HE Standard Insurance of Ore. 
announces that a new divi- 


dividend schedule has been adopted 
by the company to become effective 
with policy anniversaries starting in 
May, 1951. 

The average increase will be about 
10% but this will vary in individual 
cases depending upon the age of the 
insured, plan of insurance, and length 
of time the policy has been in force. 
Paid up policies issued before March 
1, 1941 on which dividends were dis- 
continued in 1948 will now receive di- 


vidends at the rate of $1.00 per thou- 
sand beginning May 1, 1951. 

Three factors make it possible to 
increase dividends at this time. One 
is a continuation of favorable low 
mortality experience. The second is 
the low rate of termination of insur- 
ance contracts before maturity. The 
third factor is the success of the Com- 
pany in improving the yield on its in- 
vestments. Interest earnings which 
reached a low of 3.03% in 1946 has 
been increased to a current yield of 
3.26%. This has been accomplished 
through increasing the ratio of in- 
vestments in real estate mortgages. 

A sample of the new dividend 
schedule is shown below: 


Illustration of 1951 Dividend Schedule 


Ordinary Life (Pd. up at Age 85) 


Special Ordinary Life 


OD cat ecessansasersiciansexes 25 35 45 55 25 35 45 55 

POURED - G.5c06000sinveneeeenbes 21.72 27.99 39.42 59.18 18.96 25.47 36.44 65.07 
Year . 

DC dshdeedeccGside aw ebieodeas 1.22 2.03 4.08 7.27 1.14 1.87 3.74 6.73 

i. divinben cendasdeeeicehen 2.71 3.83 6.21 9.19 2.30 3.39 5.66 8.47 

DD .ctaetcsenanseshssccauneas 4.67 6.18 8.73 11.23 3.85 5.39 7.92 10.28 

OP saskdnadekacassessentaste 8.95 11.01 12.51 15.33 7.31 9.52 11.18 13.92 

BO Te. Av. Wet Pagt. 2.2.00. 16.77 21.51 30.74 47.74 14.87 19.81 28.59 44.61 

mp a , BOE GE icccewscee 2.47 3.31 7.99 19.49 .22 1.21 5.64 17.36 


(if surrendered) 


Twenty Payment Life 


Twenty Year Endowment 


a ene oe 25 35 45 55 25 35 45 55 

PUGRNNO icektka cans eae abaeess 34.06 40.33 50.20 66.05 51.05 52.58 57.67 69.44 
Year 

BD, ac0nces cantesendenbenanen 1.32 2.12 4.14 7.30 1.46 2.22 4.19 7.31 

BS acctventaustkndacersenshe 3.21 4.28 6.53 9.34 3.94 4.77 6.77 9.41 

BP Nebvesedscdpehespcenekons 5.71 7.09 9.31 11.53 7.21 8.04f 9.74 11.69 

SD .ctaswccvhavscdiesscdewens 11.06 12.60 13.69 15.71 14.10 14.26 14.55 15.91 

20 Th Avs Diek PE. 6.0 cdcnces 28.01 32.94 40.90 54.34 43.41 44.25 47.92 57.58 

20 TR. BR Tit GO chccsvegnss —1.14 —1.11 2.15 11.59 —6.59 —5.75 —2.08 7.58 


(if surrendered) 


Connecticut General Life 


HE Connecticut General an- 

nounces that the dividend scale 
for 1951 under participating life in- 
surance contracts and participating 
annual premium retirement annuities 
will be the same as that effective dur- 
ing 1950. 

Dividends left with the Company at 
interest under participating policies 
will continue to accumulate at 3% 
from the policy anniversary in 1951. 
Where the guaranteed accumulation 
rate stipulated in the contract exceeds 
3%, the guaranteed rate will, of 
course, be used. 

Excess Payments Under Settlement 
Options and Matured Retirement An- 
nuities. For 1951 the excess payments 
on funds left under supplementary 
agreements and on matured retire- 
ment annuities will continue on the 
same basis as in 1950. 

The company also revised individ- 
ual single premium annuity rates that 
will become effective on all applica- 
tions for such contracts mailed on and 
after December 1, 1950. 


To Be Noted 


It will be noted that these revised 
annuity rates are in every instance 99 
per cent of present rates. The 1 per 
cent reduction is made because these 
new rates are base rates which con- 
tain no allowance for annuity taxes. 

The base rate without adjustment 






35. 





will apply in all states which do not 
impose so-called premium taxes on 
annuity considerations. In_ states 
where such taxes are imposed the base 
rate must be adjusted by adding an 
amount equivalent to the tax on the 
base rate. For example, if the base 
rate produces a premium of $9,900 
and the particular state imposes a 2 
per cent tax, the cost of the annuity 
will be $10,098. 

The classification of the applicant 
will be on the basis of his residence at 
the time the annuity is applied for. 


THE SPECTATOR, January, 1951—47 

















Premiums Paid by Third Party 


T HE beneficiary sued the Company to recover the face 
amount of the policy. In her petition she alleged the 
usual requirements of the issuance of the policy, proof 
of death, refusal to pay, etc. The Company denied that 
the policy was in effect on the death of the insured “be- 
cause the insured did not personally pay the premiums; 
that said insured was in the military service at the time 
of the issuance of the policy and requested an allotment 
tc be made for the payment of the premiums, and that 
thereafter said insured requested that the allotment be 
discontinued; that the acts of payment of said allotment 
during the period of military service of the insured were 
not authorized, and that the department of the govern- 
ment paying same was without authority of the insured, 
and therefore the policy never became in full force and 
effect; that the government had no authority to pay the 
premiums after the discharge from the United States 
Army; that the government had demanded the defendant 
repay the premiums.” 
The trial court gave judgment for the beneficiary on 











Montgomery, Alabama 


Not too old—Not too large. 


Its age and size make it one 
of the better companies for 
agency opportunities. 
Address inquiries to: 

W. CLYDE JENNINGS, Pres. 
Executive Offices 
10 East Fayette St., Baltimore 2, Maryland 




















48—THE SPECTATOR, January, 195! 


the pleadings and the Company appealed. The first 
ground of appeal was that the government’s payment of 
the premiums was unauthorized after the insured notified 
the military authorities to withdraw his allotment. 

The Appellate Court answered the contention with these 
words: . 


“It is undisputed that the policy was issued, and that 
the company received and retained all the premiums 
due upon said policy. The facts under the pleadings 
stand admitted. It is apparent, therefore, that the issue 
involved is whether the payment of premiums by a 
third party, or one other than the insured, is sufficient 
to maintain a policy of life insurance in force and 
effect. We think it was, since, from the insurer’s point 
of view, it is immaterial who pays the premiums and 
payment by a third party is sufficient.” 

The second ground of appeal was that the government 
had no right to pay the premiums after the insured was 
discharged. The Company cited a number of cases in 
support of its contention, but the Appellate Court said: 


“Without discussing these authorities in detail, we, 
after careful consideration and study of them, fail to 
find any rule of law enunciated therein applicable to 
the pertinent facts herein, and consequently they do not 
sustain the proposition. We, having held as we did as 
to defendant’s first proposition, hold that its second 
proposition is without merit.” 

Thus the policy was in force at the time of death even 
though the premiums were paid by the government 
through mistake. The next question is, who repays the 
government? Or can it be said that the government made 
the mistake so it must sustain its own loss? Perhaps 
these questions, too, will be litigated and if so, we will 
try to report them. 

(Davis v. Atlas Insurance Company, Oklahoma Su- 
preme Court, October 3, 1950.) 


What is a Swimming Pool? 


as like an easy question, doesn’t it? Suppose 

your policy provided for payment if you lost your 
life by drowning “while at a public bathing beach or 
public swimming pool.” Then suppose you lost your life 
while attempting to rescue someone in.a small lake 
privately owned. Numerous persons swam there without 
objection of the owner, but also without any invitation. 
Are you covered? Here is what the Oklahoma Supreme 
Court said: 


“Defendant in its brief states that it has been unable 
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to find a case definitely defining just what a public 
swimming pool is, and calls attention to the definition 
in Webster’s International Dictionary as follows: 

“<Swimming Pool. A pool, especially an artificial 
pool or tank in a gymnasium, adapted for swimming.’ 

“Obviously, the latter part of this definition is in- 
applicable to many public pools operated by private 
owners for profit, and the definition is of little help. 
In Stephens v. State (Texas, 194 S. W. 400) the court 
said that a ‘pool’ as defined in Bouvier’s Law Dictionary 
is a small lake of standing water, and in a dissenting 
opinion attention is called to the definition in Century’s 
Dictionary in which a pool is defined to be a part of 
a small stream where the bed suddenly deepens and 
broadens into a relatively still, deep, and wide stretch 
of water. In Vincent v. Barnhill (Miss. 34 So. 2d 363), 
the term is applied to a concrete vat which had been 
built in connection with a bleaching plant. 

“In Webster's Dictionary a pool is defined as a small 
and rather deep body of usually fresh water, as one 
fed by a spring, or one in a stream; also a reservoir 
for water. And the word public as used in connection 
with such place is defined as a place open to common 
or general use for participation and enjoyment, or one 
open and free to the unrestricted use of the public. 
Obviously these various definitions cast doubt upon the 
contention of defendant that the term public swimming 
pool necessarily denotes only a pool operated for profit, 
providing supervision and protection for its patrons 
and open only to those members of the public who pay 
for the privilege of indulging in swimming therein. 
Combining the definitions of ‘public’ and ‘pool’ the 
term ‘public swimming pool’ might well be said to have 
a much broader meaning, and to cover any pool or 
small body of water in which the public was permitted 
to swim, regardless of whether a charge was made or 
any supervision maintained over its activities. 

“We have repeatedly held that when ambiguity ex- 
ists in the meaning of an insurance contract the doubt 
is to be resolved against the company.” 


(Metheny v. Combined Mutual Casualty Co., October 
31, 1950.) 


Company's Right to Inspect 
Medical Records 


T HE beneficiary brought suit on a life policy after the 

Company’s refusal to pay. On forms supplied by the 
Company, the beneficiary filed a proof of death consist- 
ing of claimant’s statement, physician’s statement, and 
undertaker’s certificate, and a certified copy of death 
certificate. These papers indicated that the insured died 
of “pneumonia Lobar, Toxemia.” The beneficiary refused 
to sign an authorization to permit the Company to ex- 
amine records of physicians and hospitals regarding the 
insured’s medical history. 

The Company contended that it was entitled to know 
whether the coverage was voidable or inoperative, which 
could best be determinable by the medical history. The 
policy did not expressly provide for the authorization. 
Iu deciding the question the Municipal Court of Appeals, 
District of Columbia said: 


“Can the requirement of furnishing due proof of 
death be construed to include furnishing authority to 
inspect records regarding the history and treatment of 
insured by any doctor or hospital at any time? We 
think not. In the first place, furnishing of authority 
is not supplying proof. In the second place, proof of 
death must have some relation to death itself, but the 
authorization here sought is broad enough to enable 
the company to search for maiters conceivably having 
no relation to the death of insured but sufficient to 
furnish grounds for voiding the policy. Of course the 
company is entitled to make such a search by any 
means available to it but it has no right, under the 
proof of death requirement to force the beneficiary 
to aid it in that search.” 


(Allen v. Superior Life Ins. Co., November 9, 1950.) 
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The Janvary 1, 1951 financial statement of Standard Life showed the Com- 
pany’s quality assets had reached $11,000,000 . . . and insurance-in-force 
had gone over 57.5 million. That’s a rather outstanding record for the 
length of time Standard Life has been in business, Old enough to be proven— 
young enough fo be modern. 
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170. Transparent Tape 


A thin, transparent tape with 
adhesive on both sides which ad- 
heres to paper, glass, wood and 
metal surfaces, and to most plas- 
tics, can be used for attaching 
memos and riders permanently to 
business papers. Can also be used 
for splicing, mounting, and join- 
ing plastic sheeting and articles. 
A red plastic liner speeds appli- 
cation. 

The tape is provided in a 1296- 
inch roll, in widths of %, %, %, 
% and 1 inch, with other widths 
on special order. Sample rolls are 
available. 


171. New Chart Kit 


Use of this prefabricated Chart- 
Pak can make your statistical and 
personnel charts attractive and 
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CHART. PAK 


easy to understand, and you can 
keep them up-to-date by simply 
adding or changing the particular 
tape. 

The Chart-Pak consists of a plas- 
tic board with non-photographic 
grid lines and the necessary tape 
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for bars and rectangular boxes for 
organizational or flow processes. 

The chart can be photo-offset or 
photostated for continued use. A 
special tape-knife and cleaner are 
also included in the kit. 


172. Under-Counter Units 


A new line of Under-Counter 


equipment that permits a variety’ 


of arrangements is now available 


for use behind counters faced with 
metal, wood, or other types of 
material. 

When designing the units, con- 
sideration was given to require- 
ments for paying and receiving 
money, taking applications, adjust- 
ing claims, and so forth. Further 
information is available. 
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173. Safety Contests 


A complete kit that explains how 
to organize and conduct safety con- 
tests is now available. lt tells all 
about posters, limericks and spot 
announcements. 


174. Physical Fitness 


“Physical Fitness and Personal 
Appearance” explains why sitting- 
habits are of tremendous impor- 
tance to any businessman who 
spends most of his day behind a 
desk or in the conference room. 
Like a copy of the booklet? 


175. Tele-Magnet 


The Tele-Magnet is a machine 
that answers your telephone with 
your own voice when you’re not 
around. The only thing you have 
to do is to plug the machine into 
an A.C. electrical outlet and place 
your French-type telephone on top. 
Then you let the machine do the 
rest. 

There is a record inside the ma- 
chine with the owner’s message on 


it—the records are prepared by the 
Tele-Magnet dealer—and when the 
telephone rings the receiver is auto- 
matically lifted and the record 
plays the message. The caller is 
then told to give the Tele-Magnet 
his message at the sound of the 
tone signal, and when this is com- 
pleted, the receiver is replaced on 
the phone. 

The machine works only when 
there is a call, takes one hour of 
messages, and tells the owner how 
many calls were received. With 4 
manual wire recorder the machine 
records both sides of a telephone 
conversation, and with a micro- 
phone it can be used as a regular 
recording machine. 
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